




















2S at lt tc i i ein 





Fl 
WJ 














me, 
me 

alah 
rae 





{HNLUALLOULLOUAOUANLLRNVOAUONULHUUHEU ALAA AAUNEAAAGA UGA 


A MLA MMT 

















The Outlook 


and the Stock Market—What Does the 
Growth of Savings Deposits Mean?—French Plan 
for German Finance—Business and the Market 


Tariff 


TARIFF N influence on the se- 
MANIPU- curities market whose 
LATIONS importance can hardly be 


overestimated is to be seen 
in the preparations that are being made in 
Washington to provide for extensive recon- 
sideration and perhaps revision of tariff 
rates. The Tariff Commission has been en- 
trusted by the President with the adminis- 
tration of the so-called “flexible rate provi- 
sions” of the new law, and has issued an 
elaborate set of instructions dealing with 
the conditions under which applications for 
changes may be made to it. These applica- 
tions may or may not give rise to recommen- 
dations to the President for the use of his 
executive power under the act in changing 
duties. Whether they do so or not, however, 
the fact remains that discussion of the sub- 
ject and prospective alterations will inevi- 
tably have the effect of disturbing concerns 
engaged in importing and exporting. 

The influence of the tariff on securities 
prices during the past summer was unques- 
tionably very much greater than was ordi- 
narily admitted or supposed, and the con- 
tinuation of uncertainty will carry further 
this kind of disturbance to the detriment 
to business. It may turn out that the pro- 
ceedings are largely without results, and in 
consequence their effect may prove to be 
relatively trifling. This, in fact, is quite 
likely to be the case. Some time, however, 
will be needed before the fact can be demon- 
strated that this is to be the drift of affairs, 


and in the meanwhile a new source of trouble 
is to be anticipated by those who are en- 
gaged in forecasting market values. The 
situation is keenly understood by the larger 
manufacturers who are greatly influenced 
by changes in rates on their raw material; 
and their representatives are already taking 
the position that constant discussion of du- 
ties is likely to exert a disturbing effect on 
the general course of their business. 


* * + 
THE NE of the noteworthy 
SHRINKAGE developments of the 
IN BONDS past several weeks is seen 


in the shrinkage that has 
occurred in bond values, and particularly 
in the current prices of liberty bonds which 
have receded in some cases as much as 3 
points. Coming as it does immediately after 
the successful flotation of the new Trea- 
sury loan, with oversubscriptions said to be 
treble its nominal amount, and an actual 
allotment of bonds 50 per cent in excess of 
that nominal amount, this falling off in 
price is particularly noteworthy. Many ex- 
planations are currently offered for it, most 
of them with no doubt a certain element of 
truth. Among them is the fact that not a 
few banks and business houses which have 
kept their funds invested in bonds during 
the upward movement when commercial 
credit was slack, are now selling out, taking 
profits and carrying the funds to active em- 
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ployment in business. This would naturally 
tend to create an oversupply of bonds on the 
market, and to that extent would break 
prices. 

There are various other factors which 
must be given some weight in forming an 
opinion concerning the probable significance 
and causes of the shrinkage. Underlying 
it, however, is the essential fact that, instead 
of its being true as alleged by many, that 
there is a great excess of surplus credit in 
the country, the margin of such credit is 
comparatively small. Federal reserve banks 
have an unprecedented amount of gold, but 
they cannot (and do not) find business 
enough to warrant a safe expansion of credit 
proportion to it. As commercial business 
grows during the coming months, it must 
withdraw funds to no small extent from in- 
vestment occupation, with the result that a 
readjustment between commercial and in- 
vestment rates will take place. Both are 
headed for higher levels, which means that 
the capitalized value of outstanding bonds— 
in other words, their quotation—is likely to 
tend downward for some time to come. 


* * * 


OMPTROLLER OF 

THE CURRENCY 
CRISSINGER in a recent 
statement calls attention to 
the marked growth in savings deposits, 
especially as seen in the time deposits and 
saving deposits of national banks which, 
according to him, have increased something 
like 1 billion dollars in the past three years. 
From this he augurs a great development 
of thrift and saving in the United States, 
accompanied by an increasing measure of 
prosperity. 

There is undoubtedly something in what 
the Comptroller says, yet it should be borne 
in mind as an offset that prices are now 
about 60 per cent higher than they were in 
1913 and that since 1919 they have under- 
gone an advance followed by recession and 
a renewed advance. A dollar in the savings 
bank does not mean the same thing that 
it meant five or ten years ago. Comparison 
of such figures are sound and safe only 
when they are based on identical price 
levels, and considerable allowance must be 
made for the fact that a given volume of 
savings today by no means signifies the 
same provision for the future that it signi- 
fied in former years. 

There has been, however, a substantial 
growth of prosperity in this country within 
recent months, as the steady expansion of 
the figures during the years 1921-22 clearly 
shows. It should be added that in some 
foreign countries, where the presence of 
prosperity is at least open to doubt, very 
substantial growth in savings deposits has 


GROWTH 
OF SAVINGS 
DEPOSITS 


been reported. So the findings of the 
Comptroller of the Currency should be taken 
with some measure of restraint, for what 
they indicate. In certain circumstances 
they afford an index of prosperous condi- 
tions; in others they must be regarded as 
open to question. 


* * * 


ECISION on the part 

of the Irving National 
Bank and the Columbia 
Trust Co., both of New 
York, to unite in an institution to be known 
as the Irving Columbia Bank & Trust Co., 
takes the Irving National Bank out of the 
National system and into the banking sys- 
tem of the State of New York. The size of 
the Irving National and the fact that it has 
always been a strictly commercial institution 
makes the decision of peculiar interest, not- 
withstanding the official announcement that 
the merged institution intends to continue 
as a member of the Federal Reserve System. 
The fact remains that the step thus taken 
by the Irving is undoubtedly under consid- 
eration on the part of various other banks 
and is quite likely to be taken by a number. 
It would also seem that there are a good 
many which are contemplating the step of 
withdrawing from the Federal Reserve Sys- 
tem. 

Of late, withdrawals from that system 
have been as numerous as admissions, and 
there has been a growth of dissatisfaction 
in various quarters. An assigned reason for 
the change in the policy of the Irving is its 
inability to establish branches under the 
national bank act; and this although it had 
already acquired several branches through 
mergers in comparatively recent times. On 
the other hand, the progress of various 
large banks located in other cities, in the 
establishment of branches and the develop- 
ment of some New York banks along the 
same line, points to the necessity of this 
form of competition on the part of some 
classes of large national banks which are 
desirous of maintaining their position 
against the inroads of state institutions. 

Undoubtedly, conditions both in the na- 
tional system and also in the Federal reserve 
system are not stable, but tendencies are at 
work which are making (to some extent, at 
least) toward the disintegration of both. 
There is an opportunity for considerable 
statesmanship in the reshaping of our bank- 
ing laws. 


THE BANK 
MERGERS 


* * * 


SHIP 
SUBSIDIES 
AND TAXES 


ONGRESS is now once 
more on the verge of 
meeting, with the election 
over and with a definite 
prospect of having to decide whether it will 
or will not pass a ship-subsidy bill. This 
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the President is disposed to demand, and 
this a large element in Congress regards 
as unwise. So certain were the members 
that public opinion would not warrant a 
ship-subsidy enactment, that they refused 
to put through the bill even when it was 
urged upon them by the Chief Executive 
some months ago. There is no difference 
between the bill as it stands today and as 
it stood at the time when Congress previ- 
ously rejected it. Must it not then seem 
like a piece of gross insincerity to consider 
even the adoption of such a measure at a 
time when an election has just been won 
upon a record which involved refusal to 
pass this measure? Consistency and hon- 
esty are not, however, virtues which rank 
first in the congressional dictionary and ap- 
peal must therefore be made to more prac- 
tical considerations. 

There is now a prospective deficit of 650 
millions for this fiscal year. President Har- 
ding announces the deficit and regrets it, 
but neither he nor his cabinet officers are 
in position to suggest anything definite as 
a means of overcoming it. On the contrary, 
only vague promises of economy, or doubt- 
ful forecasts of the future are afforded. 
In these circumstances, Congress must defi- 
nitely contemplate the necessity of impos- 
ing more taxes if it proceeds with the plan 
of enacting subsidy legislation. The case is 
exactly the same as that which existed with 
the bonus, except that, whereas the subsidy 


is not likely to cost over 200 millions the 
first year, the bonus might have run up to 


many times that, although its advocates 
contended that it would be a good deal less 
than 100 millions the first year. The prin- 
ciple is much the same in both cases, no 
matter what the amount may be, and the 
plain teaching of our present Federal Trea- 
sury conditions is entirely opposed to any 
such action. 


* * * 


FRANCE AND HE latest phase of the 
GERMAN German situation is 
FINANCE seen in the plan put for- 

ward by French authorities 
for a control of German finances which 
should include power to regulate taxation, 
debt, the budgets of the several German 
States, Federal expenditure in the broad 
sense, and most important of all, the condi- 
tions under which the Reichsbank discounts 
the obligations of the Government and is- 
sues its own notes. Insofar as the proposed 
plan aims at the restoration of a sounder 
condition in German finance and better 
management thereof, it would undoubtedly 
produce a much more satisfactory state of 
things than has prevailed heretofore. It 
could hardly produce a worse one. 


An important question, however, is seen 
in the doubt whether the Germans will finally 
consent to accept this extreme type of Allied 
control, amounting as it would practically to 
a general protectorate, in fact, almost to a 
provincial government under Allied manage- 
ment. Assuming that it could be put into ef- 
fect, however, the question would still remain 
whether any such plan would be likely to 
result in enabling Germany to pay larger 
reparations. The thought of those who 
urge it undoubtedly is that much heavier 
reparations payments could be obtained in 
that way. As to this, there is little support- 
ing evidence. On the contrary, Mr. Mc- 
Kenna, in his address before the American 
Bankers’ Association, made it plain that, in 
his opinion, the utmost that could be ex- 
pected from Germany or any other country 
would be the total amount of its existing 
foreign balances, in addition to such subse- 
quent sums as might be derived from annual 
payments made out of surpluses of exports 
over imports as time went on. This implies, 
of course, that the indispensable measure 
for the Allies to adopt is that which they 
will probably not adopt, a measure or series 
of measures which would permit the en- 
largement of German exports. 


LIGHT recessions in va- 

rious kinds of business 
during the past week or 
two are insufficient thus 
far to cause any particular change in the 
broader forecasts which have already been 
made with respect to the outlook for busi- 
ness improvement during the autumn, but 
they are enough to show that those who 
adopt a conservative attitude with respect 
to stock-market values are acting wisely. 
Forecasters who have insisted upon the 
probability of prompt and great advances 
in stock values during the next few months 
have already found themselves disappointed, 
as illustrated by the sharp recessions of the 
market since the beginning of October. The 
situation now in sight tends to emphasize 
this necessity for caution and should result 
in serving a still further warning upon 
those who have been inclined to look too 
optimistically toward the prospects of stock 
gains based upon further large business ad- 
vances. As already often pointed out, the 
market had, at the opening of the current 
autumn, quite freely anticipated all business 
improvement which was then definitely in 
sight and could justify itself in further 
advance only on the theory that further 
enlargement and expansion of trade was 
certain to occur. 

Monday, November 6, 1922. 
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N the beginning, the country was de- 


enter prises. 


veloped by the railroads for the 
railroads but the feeling now is that 
they should have been developed for the 
country. Many thoughtful observers are 
therefore asking whether the time has 
not come for the existing railway system 
and administration to be remolded for 
the benefit of the country, even if in the 
end that would regrettably mean Govern- 
ment ownership and virtual elimination 


of the railways as private money-making 


Is the Country Over-Railroaded? 


An Inside Picture of the Underlying Railroad Situation— 
Why Remodeling of Existing Railway System Is Inevitable 


Impressions of CHAIRMAN McCHORD 
Of the Interstate Commerce Commission 


RE the railways of America to be 
A disposed of in the future merely 

as incidents to the general 
well-being and progress of the country, 
and without regard to them as eco- 
nomic units expected to stand on their 
own feet? 

That is the view that is coming to 
be taken by legislators and govern- 
ment officials who have come into 
contact with the railway problem. 
The railways, they say, built up the 
United States as it stands to-day en- 
tirely for railway ends. 

For fifty years the railways exploit- 
ed the country for selfish purposes, say 
the prophets of a new dispensation, in- 
cidentally performing an_ incalculable 
amount of public service but at the 
same time deforming and malforming 
national development. They were built 
and operated entirely for private gain. 
Now the time has come when the 
public must work its will on the rail- 
ways solely in the interests of the gen- 
eral good. If this reformation can be 
made without fiscal injury to the rail- 
roads, so much the better—but it must 
be done. Transportation must be made 
the servant instead of the master of 
production and distribution. 


The major indictment brought 


10 


against the railways is that in pursuit 
of the long-haul traffic they have over- 
developed the proper role of transporta- 
tion in national economic life. By haul- 
ing raw material hundreds or thousands 
of miles to manufacturing centers far 
removed from, and then hauling the 
finished goods back to, the original 
sources they have created an enormous 
railway traffic that is economically use- 
less. It is not only wasteful per se but 
has become an oppressive charge on all 
of the people. The transportation item 
in the cost of living has become thereby 
unduly large to the injury of other fac- 
tors—all of which must share the bur- 
den of useless hauling back and forth 
primarily for the purpose of making 
railway dividends instead of serving the 
normal requirements of a symmetrically 
developed country. 

The country is pictured as having 
been developed by the railroads for the 
railroads instead of the railroads being 
developed for the country. Manufac- 
turing centers have been deliberately 
built up remote from sources of ma- 
terial and also from markets for their 
products. Vast areas of agricultural 
lands in the West were thus brought 
under cultivation before their time; 
while farms were forced into abandon- 
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ment in the East, and great cities wer | 
built up in the midst of decaying coun-| 
trysides through which trains of enor- 
mous tonnage haul the sustenance « 
their populations and the materials o 
their activities from remote distances. & 
From these favored cities the finished} 
goods move back again on the coveted 
long haul to ultimate consumers at) 
points of origin of the raw materials 
well adapted to their manufacture. 
This has been good business for the 
railways but poor business for the coun- 
try. Now comes the time when ser- 
vice to the country at large must over- 
shadow transportation profits. Already 
the railways feel the pinch of the new 
age. In some sections they are beyond 
hope as servants of private profit. 
Now, to the extent to which the rail- 
ways have created an artificial situation 
they must suffer in the predicted proc-ff 
ess of readjustment. They have over-§ 
centralized the country industrially and} 
commercially for their own ends. The 
country requires now to be decentral-J 
ized and those railway systems that arefl 
founded on centralization will have tol 
suffer. 
Among those who believe that the 
railway systems must be treated in the 
future as a means rather than an-end i 
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Chairman C. C. McChord of the Inter- 
state Commerce Commission, who is an 
earnest advocate of commercial decen- 
tralization. By reason of his semi- 
judicial position with relation to the 
railways, Mr. McChord has made it a 
rule to decline interviews, and he rarely 
makes any public statement relating to 
railway problems that is not in the or- 
dinary course of the discharge of his 
duties. However, some time since, at 
the solicitation of Senator Duncan U. 
Fletcher of Florida, Mr. McChord au- 
thorized the official publication of a 
statement, which happened to be 
eclipsed at the time by momentous 
occurrences, and he directed attention 
to this document when asked for a 
presentation of his views regarding 
decentralization. 


Economic Waste Demands Change 


“What is needed in this country,” 
wrote the chairman of the Interstate 
Commerce Commission, after a review 
of the situation confronting the coun- 
try arising from lack of economic sym- 
metry, “is a wider diffusion of manufac- 
turing industries and the local supply of 
the necessaries of life. Products of our 
factories are distributed throughout the 
land, but under circumstances of such 
economic waste as to demand a radical 
change. In the development of manu- 
facturing many elements have conspired 
to confine factories to limited terri- 
tories or particular cities. There has, 
however, always been a desire on the 
part of our people to locate the factory 
near the region of supply. 

“As our middle western and border 
southern states began to be developed 
after the civil war, the constant effort of 
the smaller cities and towns was to 
secure factories of various kinds. Dur- 
ing that period, by the payment of large 
bonuses, or offers of 
free taxes, coal and wa- 
ter, many of them se- 
cured the location of 
factories that gave 
promise of affording 
cheap material for home 
consumption and a dis- 
tribution of the surplus 
to neighboring towns. 
Many of these factories 
proved to be failures 
and a ride over the 
country today discloses 
crumbling buildings and 
smokestacks in many 
towns and villages as 
grim monuments to the 
dead hopes of their pro- 
jectors. Not all of these 
were properly located, 
many of them were the 
results of the dreams 
of some inventor of a 
short cut to wealth, but 
most of them should 
have survived, and 
would have done so ex- 
cept that influences were 
at work that made suc- 
cess impossible. Among 
the chief of these was 
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the fact the railways favored certain 
manufacturing centers in the way of 
facilities and rates. 


“The freight traffic manager’s busi- 
ness was to secure tonnage for the par- 
ticular railway by which he was em- 
ployed. Long hauls of large lots af- 
forded attractive business that added to 
the aggregate of returns to the carrier 
from his efforts, and led to his prefer- 
ment by those higher up in the control 
and management of the road. Competi- 
tion for business at points reached by 
several roads was keen and incessant. 
The more roads that served a particular 
point the keener the struggle between 
rival traffic officials for business. For 
many years previous to 1900, and by 
many roads until 1906, rebates were 
paid to secure business to such an ex- 
tent that officials have frankly admitted 
in evidence in proceedings before the 
Interstate Commerce Commission that 
few carriers pregended to collect more 
than 80 per cent. of the advertised 
rates on shipments between competitive 
points. 

“The inducement to give the larger 
shipper, and all shippers from manufac- 
turing centers, an adequate supply of 
cars, transit privileges, switching ar- 
rangements, etc., was ever present, and 
the force of competition operated in 
favor of such shippers. 

“While payment of rebates that found 
their way into the carriers’ accounts 
ceased on the passage of the amend- 
meat to the act to regulate commerce in 
1906, and many carriers had ceased to 
make such payments previously, the 
matter of preferential rates and the fur- 
nishing facilities to competitive centers 
continued with unabated vigor until the 
taking over of the railways by the 
President on December 28, 1917. That 
event was intended to bring about a 
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complete change. Preconceived no- 
tions of the rights of each carrier as 
against others and their relations to 
the public were changed over night. 


Part That Carriers Must Play 


“The most important matter just 
now, however, is the part the railroads 
should play in the readjustment that 
must be made in our economic and in- 
dustrial conditions. As before noted, 
it has come about that the large part 
of our manufacturing is done in our 
cities. The greatest manufacturing 
cities of the nation, considering the 
variety and quantity of production, are 
Chicago and Philadelphia. Southern 
New England has developed into a suc- 
cession of manufacturing cities. Pitts- 
burgh dominates the iron and steel in- 
dustry and controls prices wherever 
sales may be made in this country, as 
Chicago dominates and controls the 
price of meats and their products. New 
York City produces immense quanti- 
ties of ready-made clothing, employing 
thousands in sweat shops of unsavory 
surroundings. The result is that work- 
men and women in largest numbers live 
under conditions that are not sanitary, 
wholesome or conducive to good mor- 
als. This has happened in a country 
that is less densely populated than any 
other of the great nations of earth, and 
where there is room enough for every 
citizen and resident to live under condi- 
tions conducive to health, morality and 
happiness. 

“There are many considerations that 
dictate a relocation of our manufactur- 
ing industries. In the first place, it 
costs more to do business in a city than 


in the country. Lance values and 
costs of construction of plants, taxes, 
etc., constitute charges that must be 
met from earnings. It costs more to 

live in the city than 


in the country. A 
lower wage payment in 
the country than in the 
city would enable the 
workman to secure more 
comforts of life, to 
clothe his family better, 
and educate them more 
adequately. If the fac- 
tory is located near the 
raw product, there is 
saving in transportation 
costs which will be re- 
flected in net earnings.” 
[Such a saving would 
necessarily mean _ re- 
duced railway revenues 
and the prosperity of 
producers would entail 
adversity for the rail- 
ways.—Ed.] 
“Thoughtful study 
should now be given to 
the equalization of rates 
for freight transporta- 
tion, and as to whether 
higher rates should for 
the future be permitted 
for shorter than for 
longer distances over 
(Please turn to page 78) 
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How a Banker Views Conditions 


A Statement by Nathan §S. Jonas, Pres- 


ident of the Manufacturers Trust Company 


HE last month has witnessed many 
developments which, to the lay- 
man might appear to forecast an 
indefinite upward trend in finance and 
industry. Thus, the nation’s freight, as 
represented by car-loadings, recently 
touched record proportions; there has 
been expansion in the steel industry, 
accompanied by wage increases and ad- 
vances in the market price of steel; 
raw materials—as for instance, cotton— 
have attained new high levels for the 
year, marking really substantial recov- 
eries from last year’s lowest levels. To 
those who have not kept in close touch 
with all the movements that have been 
associated with these developments, 
their constructive nature might naturally 
lead to a very decided optimism. 
Students of economic conditions, 
however—financial analysts and busi- 
ness men—realize that such factors as 
these can prove very misleading if the 
conditions surrounding them are not 
taken into consideration. In some 
quarters, for example, it is held to be a 
question whether the upswing in the 
price structure which has already oc- 
curred has not about discounted the 
most in the way of improvement that 
can be expected in general business for 
some time to come. Others incline to 
the belief that some of the most en- 
couraging signs, on the surface, may 
not prove so encouraging when subject 
to careful examination; for instance, 
they suggest that a goodly part of the 
recovery that has been witnessed may 
have represented either a merely tem- 
porary reaction from the over-done de- 
pression of last year, 


facturers Trust Co. 
advises a “tempered confidence” at this 
time, suggesting that business men 
should refrain from long-time commit- 
ments until developments permit more 
informed judgment of the distant fu- 
ture. In fact, President Jonas says: 

“So far as the general business sit- 
uation is concerned, I am inclined to- 
ward caution at this time. 

“How I interpret the statistical po- 
sition of some of the more important 
commodities today is shown in the ac- 
companying table. So far as funda- 
mentals are concerned, the conclusion 
seems inevitable thatestocks in certain 
primary markets are low, not only here 
but abroad as well. This conclusion 
springs in part from the fact that sub- 
stantial price advances have taken 
place even in commodities that have 
not been placed on the protected list 
in the new tariff law. This enactment 
admits free such commodities as silk, 
cotton, boots and shoes, hides and 
leathers of various kinds; and yet the 
prices of these and many other goods, 
such as certain grades of paper, tea, 
coffee, furs, rubber, etc., have been ad- 
vancing steadily. The inference is 
plain. 


Advances Before Tariff Law 


“Reviewing recent events, we find 
that, even before the tariff took effect, 
prices were advancing in certain lines. 
Since the first of the year, there have 
been numerous advances in commodi- 


In effect, Mr. Jonasties, some of which are shown in the 


following summary: 


Price Advances Since Jan. Ist 


Percent 


Lumber (certain kinds)... . 
Steel ” = oe 43 
0 er 16 
SE ahesedeseecdase 33 
GA. occ cccnecse 42 
RO naweaseness 26 
Calf Skins......- 17 
Wn ‘estenes , 48 
Cotton ..... - “0 
Worsted Yarn.. 19 
Raw Sugar.:.. iw 
Granulated Sugar. 40 
“As for the building industry, we 


find that the months of April, May and 
June constituted the period of greatest 
activity in building construction ever 
recorded, amounting in the aggregate, 


and in this country, to some $715,- 
000,000. 
“Unemployment, as has been said, 


has practically disappeared. The peak 
of unemployment was in August a 
year ago. Since then, some 200,000 ad- 
ditional workers have been taken on in 
the industries of New York State 
alone. Average weekly factory earn- 
ings in this state last February were 
$24.17; six months later they were 
$25.10. And these figures compare with 
an average of $12.70 in June, 1914. 


Caution Desirable 


“Reviewing such factors as_ those 
collected above, it seems apparent that 
we are entering a period of good business 

and high prices—perhaps 





or else a resumed, or 


a period of semi-infla- 





secondary, inflation. In 
either case, there can be 
some doubt of the per- 
manency of the upswing. 

In other words, the ten- 
dency in well-informed 
quarters is not to be- 
little the improvement 
which has occurred, but 
to refrain from over- 
estimating it, to guard 
against the pitfalls of 


Raw Silk: 


Lumber: 


China Silk (Market 
ader) . : 
Japanese Silk...... 


Cotton (Spot, N. Y.) 12.28 


CONDITIONS IN SPECIFIC COMMODITIES 


(A Review by President Jonas) 
verages 
1920 1922 
(Re- 
(Peak) cent) 


$4.63 Ib. $16.90 $8.85 
17.40 8.25 


ished articles. 
43.25 24.35 
very low. 


In fair but decreasing supply, 
both raw material and fin- 


Below normal. Reserve stocks 


tion. How long it will 
run nobody knows. 
“Nevertheless, I would 
not be misled by these 
signs into over-expand- 
ed confidence. The time 
is bound to come when 
supply will again meet 
demand, and then an- 
other period of deflation 
will set in, marked by 
efforts to reduce manu- 





that extreme confi- 
dence which had so 
much to do with weak- 
ening the business 
structure and render- 
ing it unable to with- 
stand the strain of re- 
action in 1921. 

Among those who, 
while seeing much fun- 
damental strength in the 
present situation, are in- 
clined to treat the fu- 
ture with caution, there 
is Mr. Nathan S. Jonas, 


president of the Manu 


Ee 








Hard Wood (Five 
Principal Grades) 46.71 ft. 
Yellow Pine....... 21.58 “ 


Steel (Composite Price) 1.72 ton 


Cement 


Leather (Union Backs) .40 


- 1.86 bbl. 


182.60 106.80 
72.96 42.93 


5.80 2.57 


5.00 3.25 


-75/.85 -50 


Being produced at about nor- 
mal rate. Varieties are being 
broken, and fewer lines of 
reserves carried. 
Reserve stocks low, but due 
to recent transportation dif- 
ficulties, considerable accu- 
mulation has taken place. 
There is fundamental strength 
in steel. 
Production and consumption 
at record rates. Mills run- 
ning at capacity. 
Consumption has been on in- 
creasing scalé for some time. 
Market tone decidedly strong. 
eserve stocks low, and it 
will take some time to build 
up pre-war reserves. 
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facturing costs. 

“Under the circum- 
stances, my suggestion 
would be not to buy or 
contract for merchan- 
dise under any condi- 


tions for more than 
about six months 
ahead. It would be 


better, I believe, to de- 
cide to pay the market 
price after that than 
to risk being caught 
heavily loaded up when 
the next decline 
comes.” 





OF WALL STREET 












= 


eer age 


















i 


| Glimpses of the 
'Paper Industry 


How logs are converted into wood-pulp and 


ent 


finally into newsprint paper. 


THE BARKING DRUM 
The cut logs are conveyed to these revolving open- 
work cylinders known as “barking drums,” where they 
are tumbled violently until the bark, which cannot be 
used in paper-making, has been rubbed off 


i as 


Or et wi oan 


FROM PULP TO PAPER 


Machines which receive the pulp at one end and con- 
vert it into rolls of finished paper 
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| Ms 
Bes eS See 
BREAKING A jam 
Logs on the ‘way to the sawmill being untangled from 
a bad jam by lumberjacks 


INSIDE A GRINDING ROOM 
Huge grinders, operated by water-power (sometimes as 
much as 500-h. p.) and capable of converting seven 
cords of wood into pulp daily 


READY FOR THE PRINTING PRESSES 


The finished product at the mill. One of the rolls 
shown here will weigh as much as 1300 pounds 
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HE Stock Dividend is very much in the public eye of late 
and is supposed to be beneficial, but the question is: 


Whom does it benefit, the Stockholder or the Company? 


Why Stock 
Dividends? 


Reason for Recent “Melon-Cuttings”— 
Is the Fruit As Juicy As It Looks? 


By MAX ROLNIK 


Former Deputy Collector of Internal 


NE of the most discussed and vital- 

ly important questions in financial, 

business and investment circles to- 
day is the tendency of corporations whose 
immense surpluses have overtaken, or 
seem about to overtake, in value the 
amount of capital stock outstanding, to 
get rid of those accumulated profits via 
the stock-dividend route. 

Following such action by the big Stand- 
ard Oil companies and two or three other 
corporations in different lines of indus- 
try, much public interest is being dis- 
played in the stocks of other corporations 
whose large surpluses indicate strong pos- 
sibilities that stock dividends will be dis- 
tributed to shareholers. The tremendous 
buying movement in these various stocks 
would seem to reflect that the highly- 
keyed imagination of the public assumes 
that a coming stock distribution greatly 
enhances the value of the present out- 
standing stock. All over are heard ru- 
mors of “melon-cutting,” “profit-shar- 
ing,” “big stock dividends,” and anxious 
eyes are turned to the stocks of the com- 
panies who are most likely to take stock- 
dividend action. 


The Reasons 


In the mind of the cautious outside ob- 
server, however, the question naturally 
arises: “Why do these corporations de- 
clare stock dividends, instead of dis- 
tributing dividends in the usual way, in 
ready cash?” . 

The reasons given by the directors of 
the companies in most instances are: 

1. To make the capitalization more 
equally represent the actual net worth 
of the company. 


2. To sufficiently lessen the price - 


per share to enable small investors— 

employees of the companies, and the 

public in general—to invest in the com- 
pany and thereby share in its pros- 
perity. 

While both of these reasons are plau- 
sible, yet an entirely different reason is 
now ascribed by most financial writers 
and the newspapers; and, what is of 
greater significance, by certain congress- 
men. They declare that the real reason 
lies in the fear of directors that the enor- 
mous surpluses shown in the individual 
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Revenue 


company’s balance sheet 
would attract the atten- 
tion of Government offi- 
cials in Washington, with 
the result that burden- 
some, if not fatal, taxa- 
tion of surplus might fol- 
low. Therefore, assert 
the cynics, the stock divi- 
dends are declared by 
these companies with the 
intention of hiding their 
big surpluses by including 
them into their capitali- 
zation. 








ARE WE RICHER BY EIGHT HUN- 
DRED AND FIFTY-THREE 
MILLIONS 


ITHIN the last 30 days, the finan- 

cial community has been inundated 
under a veritable tidal wave of stock divi- 
dends declared by industrial conp2nies. 
Here is the record (largely complete) : 


Face Value of 


Stock Dividend 
Company Declared 

American Steel Foundries............. $3,672,180 
National Biscuit ,Company............. 22,500,000 
Victor Talking Machine Co............ 30,000,000 
IE, cn van n winnie wanani See 2,000,000 
Seen Pree, 115,000,000 
nC en ssencdeecensnnell 440,000,000 
OR” ares er 150,000,000 
Re. Goes ee ene eNeuebid 45,000,000 
ee ries meres 45,000,000 


Totaling up these disbursements, it is 
found that over $853,000,000 has apparently 
changed from the hands of these great 
corporations into the hands of investors. 

Is this the case? Are investors actually 
richer by $853,000,000 than they were a 
month ago? The accompanying searching 


If You Analyze the 
Situation 





analysis of stock dividends answers this 
highly interesting and practical question. 

















This contention is abso- 
lutely groundless. Distribution of sur- 
pluses by means of stock dividends does 
not avoid taxation of the surplus. Fol- 
lowing the comment regarding a possible 
evasion of tax, caused by the rather 
wholesale distribution of stock dividends 
recently, the Administration has denied 
any intention to tax accumulated sur- 
pluses. Yet it must not be overlooked 
that Congress, when drawing up the pres- 
ent tax laws, seriously considered such a 
tax. And, there is no doubt in my mind 
that if the present sources of revenue 
do not prove adequate, Congress will 
take steps to place a tax on all sur- 
pluses, including that capitalized by 
stock dividends. 

The possibility that Congress might 
overlook these excessive surpluses is, 
to say the least, very remote, in view of 
the tremendous amount of publicity be- 
ing given the declaration of stock divi- 
dends. 

In this connection, it must not be for- 
gotten, that we have the rudiments of 
such a tax in our present law. While 
thus far it has not been enforced, it may 
be that the Government will attempt to 
put this provision in force. This pro- 
vision calls for a tax on surplus accumu- 
lated beyond “reasonable needs of the 
business.” In other words, Congress un- 
der the present law is authorized to tax 
the undistributed surplus of any year 
over and above what is actually needed 


for additional plants, inventories, work- 
ing capital, sinking-fund requirements, 
retirement of liabilities and other necessi- 
ties, including provision for lean earn- 
ings and the extension of the business. 

Does the distribution of stock dividends 
avoid this tax? Decidedly not, for the 
Supreme Court has ruled that the surplus 
is not distributed by means of a stock 
dividend. The company, therefore, has 
the same undistributed surplus after the 
stock dividend as before, except that this 
surplus has been included in the capitali- 
zation, and is, therefore, unavailable for 
cash dividends. Many Congressmen fa- 
vor the amendment of the present undis- 
tributed profits tax to cover undistributed 
surpluses regardless of whether needed 
in the business or not. 

However, the proposed tax may be 
finally agreed upon, I believe the pres- 
ent notoriety given these stock-dividend 
distributions will prevent any error by 
Congress in defining just what surplus is 
taxable. In other words, if a law tax- 
ing surpluses is passed, it will clearly de- 
fine the taxable surplus as the excess of 
the total net income of the corporation 
above all distributions made to stockhold- 
ers from such net income, other than by 
stock dividends. Provision will also be 
made, no doubt, that this taxable surplus 
shall be computed before deducting ex- 
cessive reserves and writing down assets 
below their fair value. If it is decided 
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hat the computation shall be made com- 
nencing with the first year the corpora- 
ion started business, the tax rate will 
probably be low. If the computation is 
o be made as of the year the present in- 
ome tax went into effect, or some speci- 
ed later date, the tax rate will, of course, 
e higher. In fact, there may be a sys- 
em of graduated rates applied. 

It has often been recommended that a 
ax be placed on corporations for the 
wivilege or act of declaring stock divi- 
lends. Corporations that were planning 
» declare stock dividends for reasons 
ther than tax purposes may have pos- 
ibly been hurried into doing so before 
uch a tax is levied. Aside from this 
ne remote possibility, I am convinced 
hat the present activity in declaring 
tock divdends is due to legitimate finan- 
ial reasons. What are they? 


Advantage of Stock Dividends 


In the first place, let us remember that 

company is made no richer or poorer 

y the distribution of a stock dividend. 
in the other hand, the declaration of a 
stock dividend is wholesomely advanta- 
eous to acompany, and herein lie the real 
easons for such action. The reasons ad- 
vanced by the directors have already been 
siven—and they are convincing. There 
ire additional reasons—though, in jus- 
ice to the companies who have during 
the past month or two declared stock 
lividends, it must be admitted it is prob- 
ible that none of these reasons may have 
ipplied to them. 

By the distribution of dividends in this 
manner, the surplus is reduced and the 
possibility for depleting the funds of the 
ompany by payment of cash dividends 
is lessened. This is evident when it is 
remembered that, no matter how much 
‘ash the company has, it must have a sur- 
plus from which to pay dividends. That 
part of the surplus which is added to 
the capitalization, therefore, is no longer 
available for cash dividends. 

The average stockholder is, I am 
ifraid, under the impression that a stock 
lividend is as desirable as a cash divi- 
lend. We then have a situation where 
the stockholder’s appetite for dividends 
s appeased and the company’s financial 
ondition is unaffected—in fact, it is im- 
proved. Where the surplus has been used 
n building up the physical assets of the 
ompany and is not available in cash to 
listribute as dividends, the plan of issu- 
ng stock dividends is the most prac- 
icable solution for the company. 





For this reason, a company’s credit is 
improved when its surplus is capitalized. 
The surplus that has been transferred 
into the capitalization has become a firm 
investment, leaving the company in a 
stronger financial position than it would 
have been in if it had had to make an 
equal disbursement in cash, or if it had 
allowed the surplus to remain open, avail- 
able for disbursement in cash. 

It 1s untortunate that the fear of ad- 
verse legislation forces many companies 
to attempt to shield their earnings from 
Governmental observation. It is thought 
by many persons that the real reason be- 
hind the stock-dividend distributions is 
to increase the capitalization, so that the 
percentage of income to capitalization 
would not excite undue comment. For 
example, assuming a hypothetical case, 
a company earning $1,000,000 a year on 
an outstanding stock of $5,000,000 is earn- 
ing 20%, an apparently high rate. If the 
surplus of the company, amounting to 
say $7,000,000, is capitalized by declara- 
tion of a stock dividend, the rate of earn- 
ings drops to only a little over 8%—a 
rate not so likely to influence legislative 
regulation. 

For a similar reason, if the cash divi- 
dends are to be increased, a higher capi- 
talization would not disclose this to the 
surface observer. In the illustrative case, 
dividends of $500,000 a year would be 
10% on the old capitalization. The same 
rate of dividend on the new capitaliza- 
tion would mean cash dividends of $1,- 
200,000 a year to the stockholders. This 
anticipation by speculators of the 
maintenance of the same dividend rate 
on the new capitalization is perhaps 
the most important reason for the ad- 
vance in market price of the shares of 
a company about to declare a stock 
dividend. 

It must not be assumed, however, that 
it is wise to capitalize the entire surplus 
of a company by declaring stock divi- 
dends. A fair part of the surplus should 
be allowed to remain as such so that cash 
dividends may be paid from it if the com- 
pany hits a series of years of poor earn- 
ings insufficient to pay the regular rates 
of dividends it has established. If all the 
surplus is capitalized and there is a loss 
for the following fiscal year, the com- 
pany would be forced to show a deficit 
on its next balance sheet. 


Better Marketability 


Again, the marketability of the split-up 
shares is increased because of the lower 





price. The freer market movement as 
to price fluctuation and the wider distri- 
bution are of great advantage to those 
present stockholders who are inclined to 
sell their holdings. Four shares cf stock 
selling at $25 each, for instance, can find 
a wider market and attract a great many 
more investors than one share of stock 
selling at $100, though this one share rep- 
resented the same net asscts as the four. 

Another advantage to those in control 
of the stock is evident in this same fact. 
Through a wider distribution of the 
stock it is easier for them to maintain 
their control, even though they dispose 
of a large part of their former hold- 
ings. The new holders of the shares 
would probably be more widely scattered, 
and on that account, any organization 
among them for control of the company 
would be a very hard task, to say the 
least. 

As to the effect on stockholders in case 
of a distribution of dividends in stock. 
Theoretically, the stockholder is made 
no richer or poorer. Of course, he may 
be able to sell his stock at higher prices 
later on, but that is a matter for market 
activities and the future of the business 
to decide. It does not alter the fact, how- 
ever, that through a stock-dividend dis- 
tribution each stockholder merely gets an 
additional number of shares, but, in sub- 
stance, he still has the same relative to- 
tal amount of participation in the com- 
pany’s business as he had before. The 
company’s assets were not increased by 
reason of the stock dividend—therefore 
each stockholder’s share of those assets 
was not increased. 

Fundamentally, therefore, there isn't 
any reason why the usual scramble should 
be made for the stock of a company that 
is likely to declare a stock dividend. It 
means, in essence, absolutely nothing to 
the shareholder. On the contrary, it les- 
sens his chances of securing further cash 
dividends on his holdings. Because, 
whereas formerly the company had a 
surplus from which to pay dividends, 
that part of the surplus which is capita- 
lized has become unavailable for cash 
dividends. The imaginative mind of the 
public, however, generally takes it for 
granted that the same dividend rate will 
continue to be paid, if not an increased 
rate. Manifestly, with a larger outstand- 
ing stock the same dividend rate can- 
not be maintained as on the smaller capi- 
talization. 

Another reason for higher prices was 

(Please turn to page 70) 
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(From the N. Y. Evening Journal, © 1922, Star Co.) 
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The 1922 Deluge of Bonds 


A Record Year in New Financing—Is the 


Bond Market Saturated With New Issues? 


By LLOYD BURTON NORRIS 

































ECENT weakness in the signs that the large investment 

bond market, indicating a interests, which have been the 

change of trend in prices, 600 principal buyers of such securi- 
affecting not only corporate se- ties right along, are gradually 
curities of various classes but liquidating. In this connection, 
even the sacrosanct Government it is significant that banks have 
issues, puts a somewhat different . 500 already to a large extent reduced 
complexion on the bond situa- he their portfolios of government 
tion and leads to the question | tinea eepynon Puede 04 bonds, indicating the extensive 
whether new bond financing in -— selling movement which is under | 
the near future can be so easily 8 400 way. 
successful as it has been all s : : 
through this year up to the S Less Favorable Situation | 
present time. From examina- S 300 ee The general tenor of the bond 
tion of figures pertaining to new = situation is thus rather less fa- 
bond offerings this year, includ- Q vorable than it has been thus far 
ing foreign issues floated in this = this year. What effect a declin- 
country, but exclusive of U. S. = 200 ing irregular market is likely to 
Government offerings, the con- = have on prospective purchasers 
clusion is reached that in no . of new issues, unless the latter 
similar period in the financial are put out at sufficiently attrac- 
history of the United States have 100 tive rates, is not difficult to fore 
so many bonds been offered for cast. It is reasonable to assume 
public subscription. Inasmuch that a bond market that does not 
as this unusual record has been continually advance is not likely 
made possible in a period of 0 to be provocative of great en- 
exceptionally favorable money WW JAN FER MAR APR MAY SUNE JULY AUG SEPT OCT thusiasm on the part of indi- 
rates, it is logical to deduce viduals and_ institutions who 
that the less favorable money otherwise might resume their 
situation of to-day, of which the recent inducement to invest in bonds that buying activities. 


trend in current bonds is a reflection, 
must have some immediate effect 
new bond issues to come. 

It is axiomatic that new securities 
can be successfully sold to the public 
only if investment absorptive power is 
sufficiently great and if the public 
temper is sufficiently optimistic. Both 
factors are essential. What, then, is the 
situation in this regard to-day? 


Is Public Appetite Whetted? 


This can only be answered by point- 
ing back to the unprecedented volume 
of bond issues this year, aggregating 
for the first ten months of the year a 
total of no less than 3,140 millions, and 
this does not include governmental 
issues. It must be apparent that this 
exceptionally great volume of new se- 
curities must have at least partially 
whetted public appetite for investment 
in new issues. 

There are, however, more tangible 
clues to the situation. The principal 
one of these is that money rates have 
sharply turned and that offerings of a 
few months ago which were entirely 
satisfactory to the public on the basis 
of their yields are no longer as satisfac- 
tory in this respect. The fact is that 
when time money and commercial pa- 
per were down to a 4% basis several 
months ago, high-grade long term bonds 
offering 5 and 5%% were eminently 
desirable to the rank and file of the 
investing public. To-day, however, 
with time money at 5% and commercial 
paper close to that figure, there is no 


on 
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yield as low as 5%, and this is espe- 
cially true of new bonds, whose merit 
has not yet been tested through a 
period of years. The result of this 
situation is likely to be that corpora- 
tions desirous of putting out new high- 
grade bond issues will have to take cog- 
nizance of the change in money condi- 
tions and offer their issues on a 
basis where public participation can 
again be induced on a large scale, and 
this can only be if the rates to be of- 
fered are in excess of those offered so 
far during this year. 

The effect of the new situation on 
bonds already put out this year is not 
difficult to ascertain. Bonds, for ex- 
ample, yielding not more than current 
time money rates, are certainly not on 
a strong basis as they will have to 
decline to conform with general money 
conditions. The effect of this has in 
truth already been seen in a number of 
new issues which have declined to a 
material degree from their original of- 
fered price. This is particularly true of 
foreign bonds which have been espe- 
cially troublesome to the original syndi- 
cates. In some quarters it is stated 
that no less than 25% of the foreign 
bonds put out this year are in the hands 
of the original syndicates, with no way 
of disposing of the bonds in the present 
unsettled condition of the investment 
markets. 

As to the situation with regard to 
new corporate bonds put out this year, 
it is not so easy to surmise the actual 
state of affairs, but there are several 
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In these circumstances, it is evident 
that bond syndicates and investment 
houses are not going to have such a 
completely favorable background for 
their selling activities as they have had 
during the major part of this year. 
This particularly true of foreign 
issues, new issues of which have de- 
clined extensively in the past few 
months. It is also true, though to a 
lesser extent, of domestic issues, except 
where these are offered at rates to con- 
form with changed conditions in the 
money market. Where favorable rates 
can be secured, however, there is no 
reason to believe that efforts to dispose 
of new good bond issues will not be 
attended with at least comparatively 
good results. The investment absorp- 
tive power, while necessarily less than 
that of a few months ago, considering 
the tremendous volume of new offer- 
ings, is still a fairly large one but not 
large enough to permit the flotation of 
an unlimited number of issues, and, 
on the whole, is rather in a position to 
grow less as demand for funds for com- 
mercial purposes continues to increase. 
Altogether, therefore, competitive con- 
ditions are likely to prevail in the new 
bond market, with the result likely to 
be favorable to higher-rate bonds, un- 
less, indeed, the trend of money rates 
completely changes, and money again 
becomes as plentiful as in the earlier 
part of this year, in which case the mar- 
ket may again revert to a “sellers’ 
affair.” This latter, however, appears a 
rather remote prospect at this writing. 
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Business Movements and Securities 


What Has Happened to the Money Supply?—A Re- 
view of Underlying Business and Security Factors 


N the August 5 issue of THe Maca- 

ZINE OF WALL Street, the writer 

took the position that the money sup- 
ply was the broad underlying factor in 
the movement of business and securities 
and that the outlook was such that within 
a relatively short period less favorable 
money conditions could be expected. This 
situation has come to pass a little sooner 
than expected. During the three months 
which have elapsed since the last review, 
there has been a considerable change in 
the money markets. Interest rates for 
practically all classes of loans have ad- 
vanced, in some instances markedly. Be- 
low are given a list of some of the prin- 
cipal changes: 


Rate Aug. 1 Rate Nov. 1 


( ) (%) 
Time money......... .-4 —4*% 444—5 
OO eee er ae 4 4 6 
Commercial paper...... 334—4 4+ 434 
Acceptances .......... 3 3% 4 4'¢ 
} 44 


*Government credit..... 334 


* As represented by new Government financing 


Considering the short period during 
which these changes were made, they 
have been remarkably rapid, even dras- 


tic. Certainly, considering the great 


By E. D. KING 


scope of the altered money conditions, it 
is evident that the underlying situation 
with regard to money supply is not the 
same as last summer. 

The change in the situation will be ex 
plained more or less roughly by exami 
nation of the accompanying chart show- 
ing, a number of other things, a 
decided fall in the Federal Reserve ratio, 
standing at this writing at about 
compared with a high mark of 80% 
reached on two previous occasions. As 
explained in the August review, the move 
ment of the Federal Reserve 
nificant because it affords a 
guide to the state of the money supply. 
Since the Federal Reserve ratio is the 
visible index of the money supply, it fol- 
that its decline in the past three 
months measures a decline in the money 
supply itself. This decline in the money 
supply has the result of 
growingly important factors among which 
can be enumerated the increase in the 
demand for commercial credit as repre 
sented by discounted bills, an increase in 
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ratio is sig 


convenicnt 


lows 


been several 


the notes in circulation, representing in 


creased demand for currency with which 


and exten- 
drawing 


to meet bills, buy goods, etc., 
sion of stock-market activity 
upon available funds. 

Recently the demand from 
has been stimulated to such a 
degree as to make a marked difference 
in the aspect of the money supply 

Since money supply is both the cause 
and effect of business and security move 
ments, it must be apparent that the latest 
change in the tendency of money which 


these 


sources 


has been too drastic to validate the rea- 
son given in some quarters that the 
change is due to temporary conditions 

crop movements and other classic rea- 
sons given for stringent money condi- 
tions in the fall—must be regarded as a 


significant barometer of underlying eco 
nomic conditions. 

The net result 
been to raise the cost of borrowing and 


the advance in interest rates is now mak- 


as expressed above has 


ing the operation of business a more cost 
ly matter than it was several months ago. 
How far the upward movement in inter- 
est is likely to go cannot be accurately 
this moment the 
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If War Should Come— 


Sentiment vs. Facts in Finance—How the United States 
Would Be Affected if Another War Started in Europe 


CURIOUS contribution to the 
study of the so-called “psychol- 
ogy of Wall Street” would be to 
find out why stocks decline when war 
rumors are in the air, or to put it more 
accurately, why war rumors are usually 
adduced as an acceptable explanation 
for declines in stocks at certain periods. 


An excellent example was the “war 


scare” of slightly over a month ago in 
which stocks slumped heavily to the car- 
toonists’ accompaniment of weird 
visions of turbaned Turks twisting 


By MAX GOLDSTEIN 


situation in which all the factors are 
present that make for war, we can “con- 
state” the possibility of a war and even 
attempt to evaluate the consequences to 
the economic life of a given country if 
such a war should come to pass. 


Financial and Industrial Effects 


The economic interests of the United 
States which would be affected in the 


of commercial and banking credits ex- 
tended to former allies as well as for- 
mer enemies. 

If war comes, our governmental 
claims on the Allied Governments, admit- 
tedly rather tenuous even now, except in 
the case of Great Britain, would be re- 
duced to the vanishing point, and much 
the same would happen to our claim on 
Germany for occupation costs. From 
this point of view, therefore, a war 

would be an unmitigated loss to us, 
no matter who won or lost on the 





an irate lion’s tail. 

At the present time, unpalatable as 
the statement may be, it cannot be 
denied that such a study would have 
more than merely academic value. 
The stage seems to be all set for 
war; the economic background of 
hostilities is all prepared, the mili- 
tary situation is strained, and the 
only thing lacking is an active pub- 
lic opinion favoring war. This, how- 
ever, as we have learned, can always 
be improvised at the last minute 
when necessary. 


Three Sensitive Points 


To “préciser” the situation, as the 
French say, there has been pointed 
out in a recent issue of THe Maca- 
ZINE OF WALL Street the three great 
central points of strain in the Euro- 
pean structure—on the Rhine, be- 
cause of reparations; in Russia, 
because of concessions; and in Con- 
stantinople, where the issues are 
involved in a shadowy maze of the- 
ology and morality and petroleum 
and railroads and Venizelist politics. 

Superimposed on each of these 
economic points of strain is a struc- 








PERHAPS IT IS JUST AS WELL THEY'RE 
ALL PRETTY - WELL TIED DOWN. 
—Darling in the New York Tribune. 


other side. Our commercial and 
banking credits and our investments 
in Europe would be weakened as to 
lien, but not abolished, in the event 
of a war, and because of their geo- 
graphical distribution would stand 
to win or lose as much on one side 
as the other. The situation here is 
far different from what it was in 
1917, when our economic interests, 
particularly the financial, were all on 
one side. 

Our industrial interests will be af- 
fected very differently according to 
the nature of the industry, and ac- 
cording to the particular countries 
involved in the potential war. In the 
following paragraphs the attempt 
shall be made to estimate the effects 
of such a situation on ten of our 
leading export products. 


Agriculture 


Beginning with the agricultural 
industries, we note that they would 
in general be stimulated by a Eu- 
ropean conflict. England, always a 
heavy buyer of our foodstuffs, would 
buy more; France, now buying little, 
would buy much more if a large part 








ture of diplomacy and negotiation, 
which, conditioned as it is by eco- 
nomic -reality, to some extent lives a life 
independent of it. Diplomatic settlements 
and treaties may therefore be arranged 
while the underlying economic antitheses 
are still unresolved, or on the other hand, 
diplomatic aggressiveness or tactlessness 
or calculations based on the systematic 
use of force may intensify such a situa- 
tion until it reaches the dynamic explo- 
sion known as war. 

The precise moment of incidence of a 
war, therefore, cannot be calculated as 
the resultant of a group of politico-eco- 
nomic forces. But if we are given a 
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event of a war are of two kinds, finan- 
cial and industrial. Among the first we 
can also distinguish two further subdi- 
visions, governmental and private. Our 
governmental interests consist of the 
interallied debts, amounting to well over 
10 billions of dollars, and our claim 
for the cost of the American Army of 
Occupation in Germany, which is around 
300 millions. 

Private financial interests, again, con- 
sist of investments in European securi- 
ties, recent additions to which have been 
mostly in those of Central Europe, and 
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of her agricultural population went 
to the front, and Germany is already 
so dependent on us for her foodstuffs that 
a war would not make much difference in 
this particular situation. The other coun- 
tries are practically self-sufficing. This 
applies especially to our exports of wheat, 
although corn would receive a great 
secondary stimulation. It is normally 
not exported in great quantities for 
human consumption to Europe, but in 
time of war “half a loaf is better than 
no bread at all,” and the same applies 
to corn bread as opposed to the regula- 
tion European wheaten loaf. 

In the case of cotton it is probable 
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that our exports of the raw material 
would suffer a decided setback, to a 
slight extent compensated for by an 
increased use of cotton for nitrocellu- 
lose and allied military products, and 
by an increased exportation of finished 
or semi-finished textile products to 
make up for the decline in internal 
productive capacity in the belligerent 
countries. In England, for instance, 
where a large part of the normal con- 
sumption of raw cotton goes into the 
manufacture of cotton yarn and cloth 
for the British textile trade, it is to be 
expected that in the event of war both 
the export trade and with it the manu- 
facture of textiles and hence the im- 
portation of raw cotton would suffer 
a decided slump. On the whole, the 
effects of a war would be detrimental 
to our cotton-growing industry, as was 
instanced by the conditions in the cot- 
ton market after the declaration of war 
in 1914 which led to the “Buy a Bale 
of Cotton” movement. This stands in 
decided contrast to the stimulation of 
cereal prices which would follow at the 
same time. 


Steel 


The steel industry, considered as a 
totality, would be favorably affected, 
but exports of steel products of the 
staple types would undoubtedly decline. 
This tendency would be more than 
compensated, however, by the in- 
creased production. for military pur- 
poses of munitions and accessory prod- 
ucts, all involving a large consumption 
of steel. A large part of the present 
increased steel capacity of the country 
is traceable to this stimulation in the 
years between the opening of the Euro- 
pean War and our entry into it, and 
while new capacity might not be neces- 
sary in the event of another war, the 
stimulation would be reflected by oper- 
ations at a higher rate of capacity than 
normal. 

Our oil exports, which at the present 
time form a considerable portion of our 
total foreign trade, would undoubtedly 
be favorably affected by a European 
War of considerable dimensions. Petro- 
leum products find extensive utiliza- 
tion in war, not only as a source of 
supply for the production of chemicals, 
but as fuel for airplanes, motor trucks, 
tanks, motor cars and motorcycles, all 
of them of the first necessity in a 
modern war. Lord Kitchener's dic- 
tum, “We floated to a victory on a sea 
of oil,” will not be forgotten in this 
connection. Under such circumstances 
it is highly probable that not only 
would the domestic production of crude 
be stimulated to its maximum, but that 
it would prove insufficient and addi- 
tional supplies from Mexico and South 
America have to be imported. Our re- 
fining capacity, which is so far in ex- 
cess of our actual needs for the time 
being as to constitute an actual prob- 
lem for the industry, would be occu- 
pied to their fullest extent. 


In the case of copper the currents 
would be various, though there would 
be a net increase of demand. Our larg- 
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est customcr at the present time, Ger- 
many, could be excluded from the mar- 
ket, for the same conditions prevail 
now as in 1914—England maintains the 
mastery of the seas, and whatever else 
the “freedom of the seas” may mean, 
it certainly cannot be held to imply that 
England would permit the transporta- 
tion of essential war materials to her 
enemies from this country. While the 
wartime demands of the other side 
would be left unsatisfied as far as the 
United States is concerned, the demand 
from whatever countries are allied with 
England would be greatly increased, so 
that the net result would probably be 
a relatively small net increase in the 
total amount of our copper exports. 


Sugar, which is another important 
item in our present export traffic, would 
be hard hit by the probable war-time 
restrictions which would be at once im- 
posed in the event of a war. The de- 
cline, however, would probably not be 
as serious as in 1914, as the ability of 
Europe to supply its own sugar re- 
quirements has been seriously impaired 
since the last war. Some part of our 
huge excess sugar refining capacity, 
therefore, would continue to find em- 
ployment in the export trade, though 
in all probability not at the present 
high rate, which is far above that cus- 
tomary before 1914. 

Fertilizers would suffer a definite 
setback, to the extent that they could 
not be utilized for the production of 
chemicals needed for war purposes. 
Phosphates, for example, find no such 
utilization, whereas the nitrogen com- 
pounds formed in the new fixation 
plants would be of the very highest im- 
portance to the belligerents in time of 
war. Potash to some extent finds such 
utilization also. It must be remem- 
bered that there is a certain tendency 
to make up for the lack of labor and 
agricultural machinery in time of war 
by an increased utilization of fertilizers, 
but this tendency is more than counter- 
balanced by the importation of food- 
stuffs from abroad instead of making 
increased efforts to grow them at home. 

Certain lines of manufactured prod- 





ucts would of course be hit very hard 
in case of war, because of the universal 
effort to reduce the consumption of 
luxury goods and the necessity of oc- 
cupying tonnage with war materials as 
far as possible. Chief among our ex- 
ports of this type are shoes and semi- 
finished leather and automobiles. For 
these industries the war would mean 
practically an unmitigated loss to that 
portion of their exports which is con- 
cerned with sales to Europe. 


Shipping 

An industry whose position would be 
highly anomalous in case of war would 
be that of shipping. The naval control 
of Great Britain would be as before 
the decisive factor in our export trade, 
so far as destination is concerned, for 
we could trade only with the nations 
politically allied with Great Britain. 
There is one difference of primary im- 
portance, however, between the ship- 
ping situation today and that existing 
before the war of 1914. This is the 
quantity of tonnage immediately avail- 
able. 

At that time there were only enough 
ships on the water to take care of the 
normal demands of trade, with possibly 
a slight surplus. Now there is a very 
large surplus, possibly 14 million tons, 
representing the tonnage built by the 
United States during the war, for which 
there is no immediate use. For this 
reason the shipping world at the pres- 
ent time is going through a period of 
very severe competition. 

In the event of war, however, there 
would be a use and a very pressing one 
for all this volume of actually unused 
shipping. Competition would be re- 
moved, trade would flow across the At- 
lantic twice as fast as in 1914, and the 
methods of avoiding the submarine 
menace developed during the recent 
war would be recalled into service to 
ward off a repetition of such wholesale 
destruction to merchant shipping as 
then occurred. 

For this reason the shipping industry 
would be benefited probably more than 

(Please turn to page 70) 





Fascisti Control Italy 


Overturn of Government in Italy Pre- 
sages Strong Nationalist Movement 


HE turbulent state of European 
politics at the present time is no- 
where better illustrated than in 
Italy, which has recently witnessed the 
remarkable overthrow of its Government 
at the mere crooking of the finger of 
a hitherto obscure individual. Signor 
Mussolino, new Italian Premier, at the 
head of the Fascisti, of which he is 
chief, is now the real ruler of Italy. 
The Fascisti are a curious combination 
of an_ imperialistic-agrarian faction 
which has been able for two years to 
make things rather warm for both the 
then Government and the Socialists. 
Above all, the Fascisti are national- 
istic and in that guise are bound to 


make things interesting for the border- 
ing nations. Chief among the nations 
who are bound to take serious cogni- 
zance of the new state of affairs is 
France, which has up to this time 
profited from the mild liberalistic atti- 
tude of the former Italian heads of 
Government. Now, however, with a 
strong national bent, Italy will un- 
doubtedly attempt to secure what she 
considers her rightful portion of the 
rewards of victory to which, in truth, 
she has contributed greatly. Neither 
Jugo-Slavia nor France are bound to 
take comfort from the new turn in 
Italian political affairs and interesting 
developments seem to be not far off. 
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Investing Your Idle Funds 


A Guide to Investors Who Have Large Profits 


or Funds Awaiting Investment at This Time 


HE present situation in the bond 
market brings to the fore again 


the short term security. These 
obligations always*have a prominent 
place in the market, but much of the 
time they are bought mostly by banks 
and other institutions that have idle 
funds available for investment for short 
periods. 

Perhaps the chief characteristic of 
the short term security is its stability. 
The fluctuations in price are not large 
and a buyer of this type of bond or note 
is generally able to liquidate without loss 
of principal. 

To the individual investor the short 
term security offers many attractive 
features at the present time. This ap- 
plies particularly to the investor who 
has idle funds to invest and who is not 
certain as to the course of the general 
bond market in the near future. It 
also applies to the investor who has 
taken or is about to take profits de- 
rived from his investments in long 
term bonds. 

For over a year the bond market en- 
joyed a remarkable rise. Practically all 
bonds advanced from 10 to 20 points 
from the summer of 1921 to this fall. 
The advance was halted only recently 
as a result of a sharp upward move- 
ment in money rates. 

During this period, gilt-edge issues 
have undoubtedly reached their peak. 
A 43%4% basis for the higher grade rails 
is about as far as investors, even 
those who are willing to sacrifice yield 
for ultra-safety, are willing to go. This 
is particularly true when the yield on 
such securities is compared with the 
yield on United States Government se- 
curities, which with their tax exemption 
features appear in ‘many cases more at- 
tractive than soime of the low yield 
rails. Furthermore there is too much 
of a margin between the yields of these 
high-grade rails and other railroads 
and industrial securities of improving 
quality. There are a large number of 
issues on the New York Stock Ex- 
change, the issuing companies of which 
were severely affected by the depres- 
sion of 1920 and 1921. These issues 
have not become fully seasoned since 
the improvement in business condi- 
tions, but it is generally believed that 
many of them will move to higher 
levels. 
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SHORT-TERM INVESTMENTS 
RAILS— Interest Rate Maturity Price Yield Income 
Canadian Pacific ... 6 3/ 2/24 101 5.20 5.94 | 
Hocking Valley ... 6 3/ 1/24 1007¢ 5.31 5.95 
Kansas City Terminal 6 11/15/23 100 7s 5.19 5.95 
Pennsylvania ........ 7 4/ 1/30 109 7 5.38 647 | 
St. Paul Union Depot. 5'; 12/15/23 100, 4.80 5.46 | 
Baltimore & Ohio..... 6 4/ 1/24 101 5.30 5.90 | 
PUBLIC UTILITIES— 
American Tel. & Tel... 6 2/ 1/24 101 5.08 5.94 
Southwestern Bell. Tel. .. 7 4/ 1/25 1027 5.73 6.80 
Brooklyn Edison General B 6 1/ 1/30 104 5.32 5.77 
Chicago  hwetasbuseees 5 12/ 1/23 100 5.00 5.00 
Milwaukee Elec. Ry. & Lt 5 2/ 1/26 98 5.55 5.10 
Tri-City Ry. & Lt... 5 8/ 1/23 100 5.00 5.00 
INDUSTRIALS— 
American Cotton Oil. . 6 9/ 2/24 98 6.74 6.09 
Copper Export ......... 8 2/15/24 102% 6.18 7.82 
Sears Roebuck .......... 7 10/15/23 101 5.38 6.89 
New York Air Brake... 6 5/ 1/28 101 5.75 5.94 
Lackawanna Steel ...... 5 8/ 1/23 9974 5.13 5.01 
U. S. Smelting & Ref. .. 6 2/ 1/26 100 5.86 5.97 
American Tobacco . on 7 1l/ 1/238 1021 4.80 6.85 
PEC. «scescbeseanecen ces 5 2/ 1/28 99" 5.10 5.02 
Central Leather ..... 5 4/ 1/25 9834 5.50 5.06 

















The present situation, in so far as 
the bond market is concerned, is one of 
uncertainty for many investors. Those 
who have taken profits from invest- 
ments made many months ago, and 
others who have funds coming in from 
other sources, are not certain that this 
is a good time to make further pur- 
chases of long-term obligations. For 
such investors the short-term security 
offers the opportunity to employ funds 
at fairly attractive yields and with the 
feeling that their principal will be se- 
cure against wide fluctuations in price. 
The same care, however, and in some 
respects even more care, should be ex- 
ercised in making purchases of short- 
term securities as is essential in in- 
vesting funds for a long period. The 
main point to remember is that upon 
maturity of the short-term security it 
must either be paid off in cash derived 
from profits or else it must be retired 
from money obtained through refunding 
operations. The net working capital of 
a corporation is an important factor in 
determining the value of these securi- 
ties, and the net asset position in rela- 
tion to mortgage obligations outstand 
ing is another important feature. Di- 
versification of risk should be sought as 
far as possible; the individual investor 
should endeavor to spread his funds 
over as many corporations and branches 
of industry as possible. 


Maturity is a question that each in-- 


yestor must settle for himself, There 
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may be found a wide range of securities 
maturing in from one to seven or eight 
years, and the particular requirements 
of each investor will determine the 
length of time that he desires his funds 
to be employed. These issues are ex 
ceptionally stable, and as price fluctua 
tions do not vary greatly maturity is 
not as important a factor as in long- 
term investments. The buyer of short- 
term issues can generally dispose of 
his holdings without much loss, if any. 

In examining the lists of short-term 
securities it will be found that the bet- 
ter grade issues yield around 5% and 
that a few yield even less. Yield is not 
generally the most important factor 
considered by individual investors in 
turning to these securities for a place 
for their funds until such time as they 
return to long-term investments. How- 
ever, it is to be noticed that yields of 
5% or more on short-term bonds are 
vastly superior to those obtainable from 
placing funds in vaults so that the in 
vestor receives a real advantage by tem- 
porarily investing in securities of this 
character. 

There are a large number of short 
term issues that yield better than 5% 
and many of them are of a good grade 
and perfectly sound. Some of them are 
the issues of companies that were af- 
fected mostly by the depression. It is 
the present condition of a company and 
its immediate future prospects that 
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should be considered and not the record 
of the company in 1920 or the early 
part of 1921. That was an abnormal 
period and a considerable number of 
companies that had not reported dcf- 
icits for years were unable to pay divi- 
dends on their stock issues because of 
an abnormal decrease in volume of busi- 
ness and large inventory losses. 

In the list of short-term securities 
accompanying this article will be found 
issues of various grades. They cover 
the railroad, public utility and industrial 
field. Of course, the prime security in 
this respect is the United States Gov- 
ernment Certificate of Indebtedness. 
These, however, provide too low a yield 
for most investors. 


Railroad Issues 


The railroad issues shown in the list 
are exceptionally high grade and all of 


them yield over 5% They include 
such roads as the Pennsylvania, Cana 
dian Pacific and Baltimore & Ohio, 
about which little need be said. Their 


credit is unquestioned. The Hocking 
Valley issue is also of a high grade 
and contains all of the elements of safe 
investment. The St. Paul Union Depot 
notes are guaranteed by about nine 
roads, among them being the Burling- 
ton, the St. Paul, the Great Northern, 
the Northern Pacific and the Rock Is- 
land. This guarantee makes this issue 
exceptionally safe. The Kansas City 
Terminal is owned and controlled by 
several roads and this issue of notes 
is secured by a deposit of this com- 
pany’s Ist 4s of 1960, which are guar- 
anteed by such roads as the Atchison, 
Burlington, Rock Island, Union Pacific, 
and several others. Investors may place 
their funds for short-term investment in 
any of the rail issues shown in the list 
with the utmost confidence. 


Public Utility Notes 

The public utilities have regained the 
position they once held in the invest- 
ment world. The war worked great 
hardships on these companies because 
of the high costs of operation that re- 
sulted from it. In most cases they 
were unable to obtain relief through 
an increase in rates owing to the atti 
tude of public service commissions. 
When such increase finally were 
granted, however, operating costs com- 
menced to come down and at the pres- 


ent time these companies are enjoying 
a prosperity that has not been theirs 
for several years. Public utility issues 


have advanced materially in price as a 
consequence, and it will be noted that 
the yields shown on the issues given in 
the list range from 5% to 5.73%. These 
issues are all high grade, however. 
Three of the issues are Bell Telephone 
obligations and their status is too well 
known to need much comment here. 
The Brooklyn Edison Co. is one of the 
most prosperous electric light and 
power companies in the country and its 
securities command a high rating. The 
earnings of the Milwaukee Electric 
Railway & Light Co. and of the Tri- 
City Railway & Light Co. have covered 
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interest requirements by a safe margin 
for several years. 

From the first two groups, that is, 
railroads and public utilities, the in- 
vestor may obtain quite an extensive 
list of high-grade short-term securities. 
In examining the list of industrial 
short-term issues, a few will be found 
that provide better yields than those 
given in the other three groups, but 
there are not many, and even com- 
panies that had losses in 1920 or 1921 
are not at a great disadvantage in so 
far as yield is concerned in their short- 
term issues. The Central Leather Co., 
for example, reported a deficit of $20,- 
590,000 in 1920 and $9,230,000 in 1921. 
The only bonded indebtedness of the 
company is the Ist 5s of 1925, of which 
there are about $26,000,000 outstanding. 








These bonds are secured by a mort- 
gage on all the property of the com 
pany and also by stocks and bonds of 
subsidiary companies having a pat 
value of $64,000,000. The company is 
doing considerably better this year 
than in the past two, and for the first 
nine months of this year net earnings 
available for interest amounted to $1,- 
507,480, or sufficient to cover charges 
for the period by a small margin. 
American Can has also only one bond 
issue outstanding, the debenture 5s of 
1928. This company has earned its in- 
terest charges by a wide margin for 
many years, however, although it has 
never put its common stock on a divi- 
dend basis. These bonds, owing to the 
earning power back of them and the 
(Please turn to page 82.) 
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Bankers’ Acceptances 


How They Save Loss of Interest— 
Ideal Investments for Very Short Terms 


defines an 


HE Federal Reserve Act 
acceptance as “a draft or bill of ex- 
drawn to order, having a 
definite maturity, and payable in dollars, 
in the United States, the obligation to 
pay which has been accepted by an 
acknowledgment written or stamped and 
signed across the face of the instrument 
by the party on whom it is drawn; such 
agreement to be to the effect that the 
acceptor will pay at maturity according 
to the tenor of such draft or bill with- 
out qualifying conditions.” 

In other words, the acceptance is 
much the same thing as a promissory 
note. Provisions surrounding the issue of 
bankers’ such as to make 
them as safe type of 


change 


very 


acceptances are 
other 


as any nego- 


tiable instrument. 

They are especially satisfactory for 
short-term investment in amounts rang- 
ing from a few hundreds upward, and 


are particularly ideal for interim invest- 


ments During certain periods of the 
year, many business men and investors 
allow their funds to accumulate in banks 


with the idea of future use. In the mean 


time, as long as these funds are kept 
idle, the investor loses a considerable 
percentage in income. His problem is to 
invest his funds without loss of interest 
and in such a way as to be able to with- 
draw his money whenever he needs it 

The bankers’ acceptances solve this 
problem as they can be bought from very 
short maturities of 10 days to longer ma- 
turities of 6 months. They thus fill every 
conceivable demand for short-term pur- 
Inasmuch as it should be the in- 
vestor’s plan to keep his funds employed 
at all times without loss of interest it is 
apparent that the acceptance makes a 
satisfactory medium for such pur 
poses. While they do not yield as much 
as short-term corporate notes their non- 
fluctuating quality renders them particu- 
larly desirable to many types of investors. 

They are of course especially suitable 
for the employment of large funds which 
otherwise might remain idle for varying 
periods of time with consequent loss of 
interest. Even for the smaller investor 
with a few hundreds lying around, they 
are a suitable form of investment 


poses, 


very 








. ACCEPTANCES 
| 
THIRTY-ONE TO SIXTY DAYS 
_ — Maturing —_ Rate 
Bank of Montreal, N. Y. (B).... . Dec. 21 57 days 4 % 
First Federal Foreign Banking Association N. Y. (AB)..Dec. 1-19 37-55 days 44% 
International Acceptance Bank, N. Y. (AD).......... ec. + 6 37-42 days 4 % 
Metropolitan National Bank, Minneapolis (AB)....... Dec. 18 64 days 44% 
SIXTY-ONE TO NINETY DAYS 
Asia Banking Corporation, N. Y. (AB) _Jan. 18-23 85-90 days 46% 
| Bankers Trust Company, N. Y. = 19 86 days 4 % 
| Brown Brothers & Company, N. Y. (AB) Jan. 2-11 69-78 days 44% 
Central Union Trust Company, ‘ Jan. 8 75 days 4% 
Chemical National Bank, N. Y. (C). Jan. 19-22 86-89 days 4% 
Equitable Trust Company, N. Y. (C) . Dec. 28-Jan. 16 64-83 days 4 % 
French-American Banking Composntion, N. Y. ae). .Dec. 27-Jan. 8 68-75 days 44% 
International Acceptance Bank, N. (B) Jan. 4-19 71-86 days 4% 
International Banking Cor presen, N. Y. (BE). Jan. 4-16 71-83 days 4% 
Irving National Bank, N. ki .jJan. 15-18 82-85 days 4 % 
Lee Higginson & Company, N. Bee Jan. 2 69 days 44% 
oe THAN NINETY DAYS 
Bank of Manhattan Company, N. ..Jan. 26 93 days 4 % 
Merchants Loan & Trust LAY ‘Chicago (ABC). “i. 24 91 days 4% 
| Denominations: (A) $5,000; (B) $10,000; (C) $15,000; (D) $20,000; (E) $25,000; 
(F) $50,000; (G) $100,000. These quotations are for payment in New York. 

































on entire 
tunded 
GILT EDGE. Apx Apx. ‘debt? 
(e) Railroads. “a a a wn 
1. Balt. & Chio S. W. Div. (b) Ist Mtg. 3%s, 1925........... \y J J 
2. Che « Ohio (a) Genl. Mtg. 4%s, tbo2 eek CSh be ereenee 8534 = = 
3. Dclaware & tiudson (a) Ist & Ref. 4s, 1948. .........e sees 88% = — 
4 Southern Pacific (b) Ist Ref. 48, 1955..........ceceeceeeee 87% eid 4 
5. Chic., Buri. & uate oo) Genl. Lag Ge, 1068... .cccccccece 87% = ie 
6. N. Y. Central Genl. Mtg. 354s, 1997... .... 2.0 eee eeeeecees 76 es = 
7. N. Y., Chic. & St. Louis Ist Mtg. 4s, 1987.........--++0++ 91 += = 
8. Atlantic Coast Line (a) Ast Mtg. 4s, 1952..........--0eee00 87% 4 Po = 
9. Pennsylvania (a) Genl. Mtg. ty BOGB. . ccccccccccccccocs 1 “ .20 
10. West Shore (a) Ist Mtg. 4s, 2361. ........ccceereceecccece 82% +3 oss 
ll. Nortoik & Western (c) Cons. 4s, 1996...........seeeeeeee 88 4 os 
| 12° Central R. R. of N. J. (a) Genl. Mtg. Ss, 1987...........0+ 110 4.53 1.40 
13. Chic., R. I. & Pacific (a) Genl. Mtg. 4s, 1988....... 6005-0 81% 4.95 J 
(e) Industrials. ™ _ . 
» - & Co. (a) R. EB. 4348, 1989... . cece eee eeeceeeeeeee : 
2: General Electric (b) Deb. 6s, ROBB... cccccccccccccscccccce 102 a0 = 
3. International Paper (a) 5s, 1947.......eeeeeeeecceeeereece 90 s. A 
4. Indiana Steel (a) 5S, 1952........ eee eee eeccereeneeeerene 100% 97 os 
5. Liggett & Myers (aa) Deb. 5s, 1951........0-eeeeeeeeeeee 98% 5.12 = 
6. Baldwin Loco, (a) 5S, 1940....... cece eeeeeeceeeeraceecene 102% 4.81 50 
7. National Tube (a) 5s, 1952..... eeeessencoeenscousenesese 1004 4.97 mm .. 
8 Corn Products (a) 58, 1984.....cececeeerececeeeeneeeesere 101% 4.85 an 
| 9 U.S. Steel (a) 5s, 1968...... eocccceccccccel ses cee cee cesses 02 4.85 t 
(el) Public Utilities. . ii _ 
1. D ne Light (b) 6s, 1949..... ecccese . ** 102% : i 
2. henesieen, Tel. & Tel. (c) 5s, 1946. ° 97 5.22 4 
3. Philadelphia Co. (c) 6s, 1 ee 100% 5.97 - 
4 N. Y. Telephone (b) 4%s, 1989.. 95% 4.92 ese 
5. Montana Power (c) 5s, 1943..... 97% 5.20 oe 
6. Col. Gas & Electric (a) 5s, 1927.... 95% 6.10 ie 
7. N. Y.G., E. L., H. & P. (a) 5s, 194 99! 5.06 a 
8. Pac. Tel. & Tel. (a) 5s, 1987.......-eceeeees 96 5.35 K 
MIDDLE GRADE. 
(el) Railroads. - 
1. Cleve., Cin., Chic. & St. L. (a) Deb. 4148, 1931........++006 -. 5.76 rt 
| 2 Ches. & Ohio (b) Conv. 5s, 1946...........+seeeeereeeeee 4 5.37 <4 
| 3. Missour:, Kansas & Texas Prior Lien 5s, 1962.......++++++0 4 ois 1'60 
4. St. Louis-San Fran. (a) Prior Lien 4s, 1950........+++++++ a be 0:80 
5. Balt. & Ohio (b) Ist Mtg. 4s, 1948..........2eeeeeeeeeeeee ea = 2.25 
6. Illinois Central (b) Col. Trust 4s, 1952.......++++eeeeeeeee s “4 ord 2.05 
7. Pere Marquette (c) Ist Mtg. 5s, 1956..........-+eeeeeeees o% hey 170 
8. Kansas City Southern (a) Ist Mtg. 3s, 1950.........+-+++> . @ x4 2:40 
9. Southern cos (b) —- yey ests eescoecceveces bo Hee 2 00 
| . St. Louis Southwestern (a) Is . As, 1989... cc evceece ‘ 10 
| ir Chic. a Eastern Ill. (c) Gen. 58, 1951... ......eeeeeeeeeene 81% 6.36 
Industrials. _ 
1. South Porto Rico Ist Mtg. 7s, 1941......-..eeeeceeeeccere 100% rr} 3:70 
2. Sinclair lst Lien, Col. Tr. 7s, 1937..... oe edasqostceeceeess Ol oa 210 
8. Wilson & Co. (a) Ist Gs, 1941.......c cece eeeeeereeceeeece 4 re 2:60 
£4. Adams Express (b) 45, 1948. .......ccecsceeceerecerecere } as 545 
5. Comp. Tab. & Recording (b) Gs, 1941.......0.-eeeeeeeeees 44 a oo 5.15 
6. Int. Mere. Marine fb} BW, BOER... ccccccccccccccceccecseccs os = 6.90 
£7. Lackawanna Steel (c) 5s, 1950........0.00-eeeeeeceereere ors rH 235 
8. U.S. Rubber (c) 5s, 1947. .......-ceereceneeereeeeerenes ° ++ fe ass 5.00 
9. Amer. Smelting & ag (ec) Bs, 1047... .cccccccccccecere ane 4 9.55 
10. Goodyear Tire (c) 88, 1941.......-seeeeeceseeerererereecs : 
(e) Public Utilities. _— 
1. Public Service Corp. of N. J. (a) 5s, 1959.-.......eeeeeeee oes ase bo 
2. Detroit Edison (c) Ref. 5s, 1940. ......-cccecceccceeeneee iF hn 138 
$. Brooklyn Union Gas (a) 5s, 1945.......cseeseeeeeeeeesees +49: a ise 
4. Northern States Power (b) 5s, 1941. ....-..0eecceeeeeeees 9434 a4 290 
5. Brooklyn Sesee (s) fe tg ceewonseGeeteeeeeesnenes be, ase 180 
L ah wer a p BOKER... ccccccccccccccccesece "70 
: Sombetond Tel. & Tel. (b) Be, 1987...cccccccccccccecces 93% 5.68 1 
SPECULATIVE. 
Railroads. - 
1. Western Maryland (a) Ist Mtg. 4s, 1952...... 4 os 7" 
2. lowa Central (a) Ist Mtg. 5s, 1938........... 4 a 200 
8. St. Louis Southwestern (a) Cons. Mtg. 4s, 1932 bs yh o19e 
4. St. Louis-San Francisco (a) Adj. Mtg. 6s, 1955 a He 75 
5. Mo., Kansas & Texas Adj. Mtg. 5s, 1967... 51% 4 070 
6. Erie (a2) Genl. Lien 4s, 1996............ = = 188 
7. Southern Railway (a) Genl. Mtg. 4s, 1956. . $334 = “90 
8. Missouri Pacific (b) Genl Mtg. 4s, 1975...... $336 = 1140 
9. sqrelign, ——. yy - (9) = Mtg. 5s, 1938. +t4 4 as . 
0. Chic. Gt. Western (a) Ist 4s, 1959........-..4- 5 \ .. 
i Fat. & Ge. Northern Adj. Gs, 1008...-.cccocesescscccssccse 52% «11.88 60 
Industrials. 
0 
. Chile C Be) Gn, BOBR. ccc ccccccqccccccccccccccssceces 94% 6.83 3.8 
H Va.-Caro ce hemical (c) 7%s, 1932 eae 7 # 4 3 
3. American Writing Paper (a) 6s, 1939 = cs aos 
4. American Cotton Oil (a) 5s, 1931.......--.00--0-e> 33 ref = 
6. Cuba Cane Sugar (c) 7s, 1980........ 06 eee cece ee seceteees 85 . J 
Public Utilities. 
1. Hudson & Manhattan (c) mite, 6a, ee ss as 1.08 
2. Intr. Rapid Transit (a) 5s, 1966. .......6-- 00sec eeeeeee aH on Ry 
8. Third Avenue (b) Refg. 4s, 1960... .. 2... ececeeeceeecee ps by 1.86 
4. Va. ilway & Power (a) Bs, 1934....--..-cceeceerccceee % . 
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THE MAGAZINE OF WALL STREET 


BONDS DECLINE IN ACTIVE 
MARKET 





All Grades of Bonds Subject to Pres- 
sure—Few Strong Spots 





HE outstanding event of the bond 
market during the past two weeks 
was the extraordinary weakness of 

Government issues with an average de- 
cline of over three points. Even the 
new 444% bonds recently put out de- 
clined below par, which was the offer- 
ing price. It is not necessary to go 
far afield to find the reason for this 
behavior. Since the new Government 
financing, it has gradually become 
manifest that large institutions would 
be unwilling to hold Liberties on under 
a 4%4% basis and their selling price now 
is merely an acknowledgment of the 
new status of Government credit. 

Furthermore, many large institutions 
and wealthy individuals have had very 
large profits in Government issues, 
bought at a time when they were selling 
under 90, and the inducement to take 
profits at this time is a particularly 
keen one, especially in view of the gen- 
eral opinion that an early advance in Lib- 
erties is not likely. 

Aside from this, the main develop- 
ment in the bond market was a decided 
tendency toward weakness with prac- 
tically all classes participating in the 
decline. Railroad issues were as weak 
as any other groups, some especially 
large declines being noted in this de- 
partment of the market. Gilt-edge rail- 
roads now show an average return of 
434% against 414% several months ago. 
This too may be taken as a reflection 
of the higher money rates. 

Foreign Governments were very 
weak, particularly the French issues, 
concerning which there is growing 
doubt in view of the increasing finan- 
cial difficulties in which the French 
Government finds itself involved. Even 
“neutral” issues were influenced, a 
sign of what is likely to happen in the 
event of a drastic denouement to the 
unfavorable situation in Central Europe 
and France. 

Generally speaking, bonds are under 
the influence of the less favorable 
money rates now in effect and the 
process of readjustment to these rates 
now in evidence is likely to continue 
for some time further. In that event, 
investment in these issues at the pres- 
ent time hardly seems warranted ex- 
cept for investors who are only con- 
cerned with the element of income. 
Profit-making opportunities still exist on 
a large scale, however, but it would be 
worth while to wait until the present un- 
certainty in bonds disappears before mak- 
ing any new commitments. 

Note: With this issue, foreign 
bonds are eliminated from the recom- 
mendations contained in the Bond 
Buyers’ Guide. During the past few 
weeks their position has been rendered 
uncertain by the unsettling events in 
Europe and we no longer feel warranted 
in recommending these issues, either for 
investment or profit. 
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rail earnings are extremely dis- 

appointing. Despite the largest 
volume of traffic of any month of the 
current year, net operating income was 
far below that for the corresponding 
month of 1921 and considerably below 
the average net operating income for the 
five-month period ended July 31st, 1922. 
It should not be thought, however, that 
this poor showing results from reduced 
freight rates. The fact that gross operat- 
ing revenue exceeded gross of September, 
1921, om many roads, shows clearly that, 
given a good-sized volume of traffic, the 
railroads will be able to report satisfac- 
tory gross revenues. The large declines 
in net operating income were brought 
about almost entirely by extraordinary 
expenditures incidental to the protection, 
lodging and feeding of the shop crafts 


O* the face of things, the September 








CLASS I ROADS 
(000 omitted) 


*Month’s normal 





Net oper. earnings to give 
income a 6% return 

October, 1921.$105,458 $114,400 
November . 66,198 109,328 
December .... 55,000 91,200 
January, 1922... 29,530 74,100 
February .. 47,770 68,000 
BROCE .cccceee GREE 78,000 
April -.-- 60,271 88,500 
SP cwvscssece Me 9, 
june cena .- 76,594 97,500 

ere 69,239 103,200 
August -. 52,579 113,400 
*September ... 58,000 125,000 





* Estimated. 














September Net Earnings Decline 


Volume of Traffic Large, But Net Falls Far Below 1921 Level 
By ARTHUR J. NEUMARK 
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workers recruited during the strike. 
Practically all the carriers incurred large 
additional expenses in breaking the shop- 
men’s strike, greatly reducing September 
net earnings. 

With the shopmen’s strike settled dur- 
ing September there were no unfavor- 
able factors to reduce October earnings. 
Car loadings for the first three weeks of 
the month broke all previous records for 
this year. Loadings for the week ended 
October 2lst exceeded the 1,000,000-car 
mark for the first time since August, 
1920, and was within 5,000 cars of the 
number loaded for the corresponding 
week of 1920. Business activity con- 
tinues to expand and crop movements, 
while heavy, are still being hampered by 
the car shortage. Many embargoes have 
been placed on all classes of commodi- 


(Please turn to page 77) 
for NOVEMBER 11, 1922 


ESTIMATED ANNUAL EARNINGS OF RAILROADS BASED ON 
FIRST NINE MONTHS OF 1922 


The following table is compiled on the actual average percentage of the first nine 
months’ net operating income to the total traffic year for the past ten years for each 


individual railroad. 


Road 


Atchison ....... 


Atlantic Coast Lime............. 


Baltimore & Ohio 


Buffalo, Roch. & Pittsburgh.... 


Canadian Pacific 


Carolina, Clinch. & Ohio.. 
Chesapeake & Ohio........... 


Chicago & Alton 


*Chicago & Gt. Western... 
Chicago, Mil. & St. Paul... 
*Chicago North Western 
Chicazo, Rock Island Pacific 
Chicago, St. Paul, Minn. & O.... 
Cleve., Cinn., Chic. & St. Louis... 
Colorado & Southern........... 
Delaware & Hudson............ 
Delaware, Lackawanna & Western 


BED cccccccecce 
Great Northern 
Illinois Central 


Kansas City Southern..... 


Lehigh Valley 


Louisville & Nashville... , 
Missouri, Kansas & Texas.. 


Missouri Pacific 
New York Central 


N. Y., Chicago & St. Louis..... 


N. Y., New 


aven & Hartford... 


N. ¥., Ontario & Western...... 
Norfolk & Western..........- 


Northern Pacific 


*Pennsylvania 


Pere Marquette... 


Pittsburgh & W. Va..... 


Reading ......- 


St. Louis, San Francisco 
St. Louis-Southwestern .. 
Seaboard Air Line........ 


Southern Pacific 
Southern Railway 


Texas & Pacific....... 
Toledo, St. Louis & Western 


Union Pacific... 


Wabash ...... 


Western Maryland......... 
Wheeling & Lake Eriec.... 





* $50 par value. 1 ; 
8 Withovt oil income and a’ter capital adjustments. 
converted equally into preferred A and common stocks. 
T Exclusive of interest on adjustment income bonds. 


ferred. *® On the 7% first preferred. 


preferred B is 
outstanding. 





$ 
Net % Per Share 
Operating Charges on 
Deficit Earned Preferred 
ie "90°" ound 
OSUG SSS 8 —icccccce ——(ié‘ét ww wc 
savess “ee ane 
15 
61 
te — = (wee 
$1,257,288 eee vn os 
wae! i seecoue 4.50 
20 cab cere 
Busia $4.00 
"1.35 
aaraaiine 71 anaes 
2.70 
- "1.75 
— #£«-evsenes 


* On basis of first eight months’ earnings. 


$ 
Per Share 


*After 5% on the common stock, all classes of stock share equally. 
* Assuming that all of the outstanding 
* Only class of stock 
* On the 4%second pre- 
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Freight terminal and shops of the Missouri Pacific at 
Little Rock, Arkansas 
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One of the thousands of farms along the route of the 


Missouri Pacific 


Strikes Injure Missouri Pacific 


Payment of Accumulated Dividends on Pre- 
ferred Stock Postponed—Outlook for the Road 


HE Missouri 

Pacific, which 

is one of the 
oldest roads in the 
west, now operates 
7,300 miles of line 
and radiates south- 
ward and westward 
from St. Louis, as- 
uming the shape 
of a wide-open fan. The earliest por- 
tion to be built is that section be- 
tween St. Louis and Jefferson City, 
Missouri, the construction of which was 
started in 1851 by a corporation known 
as the Pacific Railroad of Missouri. 
By a process of extension and amal- 
gamation the system was gradually 
enlarged. In 1881 the stock of the St. 
Louis, Iron Mountain and Southern, 
which operated a line from St. Louis 
down the west bank of the Mississippi 
River to New Orleans, was acquired 
by the Missouri Pacific in exchange for 
its own shares. The present Missouri 
Pacific R. R. Co. was incorporated 
March 5, 1917, as a merger of the Iron 
Mountain and the old Missouri Pacific 
Railway, both of which were then in 
receivership. 

It can readily be seen that the 
“Mop,” which is the nickname ordi- 
narily applied to it, comprises two dis- 
tinct parts. The original Iron Moun- 
tain line connecting St. Louis with the 
Gulf; and the old Missouri Pacific 
proper, forming the middle section of 
the Gould Transcontinental route. The 
western parts of this were the Denver 
and Rio Grande and the more recently 
constructed Western Pacific, while the 
eastern connection at St. Louis was 
the Wabash. The two parts of the 
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By JOSEPH M. GOLDSMITH 


Missouri Pacific system are separated 
except for two so-called bridge lines 
which connect them, by the Ozark 
Mountains and foothills, a 
populated and unproductive area oc- 
cupying southern Missouri, northwest- 
ern Arkansas and Eastern Oklahoma. 
With its affiliated Gould lines, the 
Texas & Pacific and the International 
& Great Northern, the Mop possesses 
a direct route to Galveston as well as 
the shortest route from St. Louis into 
Mexico. 


sparsely 


Character of Reorganization 


Missouri Pacific, as mentioned before, 
was reorganized ia 1917 and this re- 
adjustment was rather drastic in char- 
acter. The amount of its fixed in- 
terest-bearing securities was cut down 
by over 60 millions and its annual in- 
terest charges by about 3.5 millions. 
The percentage of its capitalization 
represented by funded debt was re- 
duced from 78% to 61%, a wholesome 
and much needed change and appar- 
ently sufficient to place the 
fixed charges clearly within -its ability 
to meet them. So far its actual earn- 
ing power under the new capital struc- 
ture has not had a fair test. The un- 


























THE 


road’s . 


Price Range—Missouri Pacific 
Preferred 

High Low 
1917.. . 49% 33% 
1918. . 55% 33 34 
1919.... ; . 58% 3742 
Se er 41 
SE cans SNES 3714 
See 6334 45% 

Price, October 30th, 1922—53. - 


favorable operating conditions inci- 
dent to the war made a good showing 
impossible. In the current year, in the 
first part of which reasonably good 
results were being obtained, the coal 
strike with the consequent decrease in 
tonnage and the shopmen’s strike 
which increased tremendously the cost 
of operation, will make the Mop’s 
showing for 1922 less favorable than 
it otherwise would have been. 

The important factor in railroad op- 
eration is the volume and character of 
traffic moving over the road's lines. 
Railroading to a greater extent than 
is true of most businesses is subject 
to the law of increasing returns, for 
additional traffic does not necessitate 
a proportionate increase in operating 
expenditure. A comparison of the 
freight density of the various roads op- 
erating in the geographical district oc- 
cupied by the Mop is very favorable 
to the latter. It enjoys a larger volume 
of traffic per mile than the St. Louis- 
San Francisco, or the Missouri, Kansas 
and Texas, or St. Louis Southwestern. 
The average rate at which this traffic 
is carried is rather low, due to the fact 
that a large part, consisting of bulky 
products such as coal and lumber, is 
handled at low rates. Consequently, 
although carrying more freight per 
mile, the gross revenue which it ob- 
tains, measured on the same basis, is 
on the average less than that of its 
main competitors. 

The most lucrative traffic that the 
Mop has is the grain traffic of Kansas, 
but for this it has to compete with the 
Atchison. Despite the efforts of the 
Missouri Pacific to appear as a trans- 
continental road its western business 
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s not so important. At Pueblo, Colo 
rado, it interchanges with the Denver 
& Rio Grande but the volume is not 


sreat. This is due to the fact that 
the latter road is not at present 
quipped to handle freight economi- 
ally and _ expeditiously. Its heavy 


grades and sharp curves make it im- 
ossible to send over it shipments that 
nust be transported rapidly, such as 
ruit or vegetables, which furnish such 
profitable traffic for the Atchison and 
Southern Pacific. On the whole, it is 
ot a very satisfactory western con- 
ection. 

Missouri Pacific is predominantly a 
orth and south road whose function 
s to connect the Missouri River gate- 
vays with the Gulf ports. The tenta- 
ive plan of the Interstate Commerce 
ommission to consolidate the rail- 
oads of the United States into a lim- 
ted number of systems classifies the 
Mop as a Southwestern-Gulf road, and 
roposes to group it with the Kansas 
ity Southern and the Texas Pacific, 
hich serve this territory. 

Although the Missouri Pacific earn- 
igs per train mile have increased 
hree-fold in the last decade and trains 
re loaded very heavily, which is pro- 
uctive of economy, the proportion of 
ts total revenues absorbed by oper- 
ting expenses has been relatively 
igh. Its facilities are being adequately 
aintained and in so far as the high 
perating ratio is due to liberal appro- 
riations for maintenance no fault is to 
e found. Nevertheless there remains 
oom for improvement in regard to ac- 
ial transportation expenses. Virtually 
| its main line 


come available for dividends amounted to 
nearly $9,000,000, or the equivalent of 
$12.50 per share on its preferred stock, 
more .frequently the net income has 
been very small and in a number of 
cases even interest charges were not 
fully covered. All the roads, strong 
and weak alike, were severely hit by 
the war, but it seems only a question 
of time before those possessing ample 
earnings in the past will regain their 
former status. In the case of the Mop, 
however, more than a mere return to 
its pre-war position is highly desirable 

The most superficial scrutiny of Mis- 
souri Pacific’s security holdings in af- 
filiated roads, will go far to explajn the 
small net income ordinarily remaining 
for the stock. It served as a hub 
around which the newer Gould roads 
were built. Mop furnished funds to 
aid in the construction of the other 
lines that could not at that time readily 
raise money themselves, and in many 
cases have considerable difficulty now. 

Missouri Pacific’s 1921 balance sheet 
shows that it owns 10 milllons Den 
ver & Rio Grande common stock, and 


it formerly owned much more; and 
also 10 millions Texas & Pacific com 
mon. Just what these stocks cost it is 


impossible to say, but they are carried 
by the company along with a few minor 
holdings at a book value of $669,000, 
and a corporation seldom undervalues 
its investment holdings. It also owns 
$23,700,000 Texas & Pacific 2nd Income 
Bonds, from which it receives nothing. 
Interest is payable only if earned and 
it is not earned. In spite of the vast 
sums sunk in these unproductive chan 





nels Missouri Pacific’s capitalization is 
not high, being only about $54,000 per 
mile. Nevertheless a great deal of its 
mileage consists of lightly built branch 
lines constructed at a low Had 
the road not been milked in this fash- 
ion the capitalization upon which it 
would have to earn a return would not 
be so large. 


cost. 


Character of Territory 


A railroad’s destiny is most intimately 
connected with the progress of the ter- 
ritory which it serves. It is with this 
more than with all other factors com 
bined that one is most deeply con- 
cerned in attempting to forecast the 
future of a given road. The history of 
our western lines such as the Atchison, 
Union Pacific and Northern Pacific 
will illustrate this point. Before 1900 
the territory which they traversed did 


not produce sufficient revenue to en 


able them to meet their financial ob- 
ligations and repeated receiverships 
were the result. Now that the west 


has been built up, from a credit stand- 
point, they are among the strongest 
roads in the country. 

It is in the development of the ter 
ritory that the Mop serves that its own 
future is inextricably bound up Its 
mileage is mainly in Kansas, Missouri, 


Arkansas and Louisiana and this re 
sion has not proven a very lucrative 
field for railroad enterprise. The nu 
merous reorganizations which have 


proven necessary in the last few years 
gives abundant evidence of this rhe 
1916, the 
now go 


’Frisco was reorganized in 
Katy is 


Mop a year later, the 
ing through the 
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Industrials at the Turning Point 


Review of Present Position and Immediate 


Prospects of Laggards in the Industrial Group 


HE current year, for the majority 

of our industries, has been a 
period of gradual readjustment 

and recovery from the acute depression 
of 1921, during the course of which 
certain members of the business struc- 
ture have, by their. intense activity, 
assumed a definite leadership far in ad- 
vance of their less fortunate fellows. 
The building industry, for example, 
broke all previous records for vol- 
ume of construction in this period, 
while the leather companies were still 
struggling, by reduced production, to 
work off excessive stocks. Likewise, 
the motor companies were running far 
ahead of former monthly production 
figures at the same time that chemical 
producers were operating on a greatly 
restricted schedule, and so on down 
the line. The equipment companies 
have been receiving more orders than 
at any time since 1916, the public util- 
ities have had a generally prosperous 
year, the iron and steel and the tobac- 
co industries turned the corner early 
in the year, while lead and zinc have 
steadily increased in price as the. strong 
position of these metals steadily be- 
came stronger. 
The greater 
however, 


industries 
backward 


number of 
still in the 


are, 


By ROBERT STANLAWS 


column, as measured by the progress 
of those enumerated above, lagging be- 
hind in varying degrees. Despite the 
improvement in business conditions as 
a whole, therefore, the picture is by no 
means a clear one, conditions are still 


spotty. 
Those industries which appear to 
have rounded the corner, and those 


which seem to be in the best position 
to do so, are the subject of discussion 
in this article. Some of these have 
undoubtedly progressed further than 
others while there are still a few which 
have yet to give more definite indica- 
tions of improvement before they may 
safely be included. Good times for the 
shipping and agricultural implement 


—_— 


companies, for instance, are likely to 
be postponed for a considerable period 
and the petroleum industry is in too 
uncertain a position to admit of in- 
clusion in the list. 

The question ds to how far the stock 
market may or may not have dis- 
counted the prospects of these indus- 
tries can only be determined by an an- 
alysis of the individual companies 
within each group, with respect to its 
position in the industry, earning power, 
financial strength, management and 
other pertinent factors. Since it is the 
sole purpose of this discussion to point 
out the trade position, all reference to 
security market- aspects has _ been 
omitted. 





Textiles Reach Stronger Position 


Higher Prices—Demand and Production Increasing 


HE textile industry spent a very 
considerable portion of the year in 
alosing struggle with its employees, 

a strong effort having been made to de- 
flate wages. Unfortunately for the 
New England mills, expanding indus- 
trial activity has absorbed the available 
labor supply thus com- 
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pelling the companies to 
maintain labor costs at a 
high level. At the same 
time, the steadily rising 
trend of cotton, wool and 
silk prices has increased 
the cost of finished goods 
throughout the textile in- 
dustries. 

With production casts 
thus rising uniformly the 
manufacturers found it im- 
perative to advance sell- 
ing prices in all lines de- 
spite the fact that the trade 
is still disposed to resist in- 
creases. In the face of 
these unfavorable factors 
it would ‘seem to require 
a rather hardy brand of 
optimism to become enthu- 
siastic over the outlook. 
Nevertheless, there are a 
sufficient number of off- 
setting influences to make 
it reasonably certain that 
the industry has turned the 
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THE MAGAZINE 


Hand to mouth buying had so long 
been in vogue that stocks of goods in 
distributive channels were reduced to 
low levels and, furthermore, the en- 
forced curtailment of operations of cot- 
ton and woolen mills during the pro- 
longed strike period contributed added 
strength to the situation by reducing 
the available supply. In the silk in- 
dustry, production was voluntarily re 
stricted by manufacturing interests in 
order to reduce stocks. 

The demand which began to manifest 
greater activity recently, has been 
well maintained and has continued tc 
broaden. Production since the reopen 
ing of the mills, following the ending 
of the strikes, has steadily increase 
and is now more active than at an) 
previous time in nearly two years 
Difficulty is still experienced by dis 
tributors in passing the price advances 
occasioned by advancing production 
costs, along to the consumer, but this 
difficulty is not so clearly evident a; 
heretofore. 

That textile profits, in the near fu- 
ture at least, will be small, seems cer- 
tain, but they should be fairly satis- 
factory inasmuch as the marked expan- 
sion in rate of operations will permit 
manufacturers to reduce the unit cost 


of goods by employing their plants at 7 


the fullest capacity. The conclusion 
is, therefore, that the textiles have left 
their period of depression behind them. 
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Sugar Trade More Hopeful 


Difference in Position of Producing and Refining Companies 


sumption of refined sugar in the 
first half of the year, sugar prices 
staged a sharp come-back from the low 
levels to which the depression had car- 
ried them. The decided reaction 
which subsequently set in during Sep- 
tember, cancelled a good part of the 
gain, however, and it was only lately 
that the strong position of the com- 
modity reasserted itself, by recovering 
practically all of the loss. 
Whereas the supply of Cuban raws 
stood at almost 1.9 million tons about 
this time last year, it is now down to 


~ TIMULATED by the heavy con- 
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slightly more than 0.3 millions of tons. 
Rapid growth in consumption has thus 
reduced the burdensome supply of 
1921 to a figure approaching a short- 
age. That a scarcity will result is not 
to be expected, however, since the new 
Cuban crop will be available next 
month and there is a sufficient quantity 
of the domestic crop on hand to relieve 
the situation. 

The European crop is now estimated 
at 225,000 tons for this year, or 5% 
above that of the preceding season. 
[his is a reduction from the earlier 
forecast of an output 10% better than 
1921. The beet-sugar crop in this 
country will be considerably less than 
a year ago but the Cuban output was 
somewhat larger. The Porto Rican 
crop is smaller. All in all, there has 
been no increase in the supply to cor- 
respond with the growing world con- 
sumption of the commodity and the 
statistical position of sugar is entirely 
sound, 

The tariff is rather unfavorable to 
the refiner since the cost of raws is in- 
creased, although it is likely that the 
consumer will eventually have this 
passed on to him. Since the tariff went 
into effect the price of both raw and 
refined sugars has advanced, but the 
largest part of this rise has been due 
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more to the possibility of a temporary 
stringency in supply than to the slightly 
higher price occasioned by the new 
duty. 

Sugar-producing companies will not 
begin to reap the fullest measure of 
benefit from the improvement in raws 
until the new crops are brought to mar- 
ket, but with the prices now prevail- 
ing, these companies should show a 
considerable improvement in earnings 
over last year. 

The refiners are not so fortunate, 
since the tariff has increased the amount 
of capital they must tie up in the pur- 
chase of raws and increased production 
costs must be passed along to the con- 
sumer. Whether this can be done suc- 
cessfully without cutting down the de- 
mand or whether the refiners will elect 
to compromise by bearing part of the 
burden, remains to be seen. 
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Outlook for Paper 


Steady Expansion of Production 


F we were to consider the newsprint 

branch separately, it might well be 

said that the paper industry had 
turned the corner some time ago. Activity 
in this division compares favorably with 
the building industry's record-breaking 
performance and the manufacturing 
records of this year’s motor car pro- 
ducers. Paper mills have been forced 
to steadily expand their rate of opera- 
tions in order to meet the demand for 
newsprint. Consumption gives every 
promise of bettering all previous yearly 
records as a result of the tremendous 
growth in demand that has been in evi- 
dence since the beginning of the cur- 
rent year. Larger editions of daily 
newspapers, increased circulation and 
more extensive advertising by business 
concerns are the influences govern- 
ing this unprecedented demand which 
should be well maintained. 

An unfavorable feature of the situa- 
tion is to be found, however, in the 
very marked expansion in productive 
capacity which took place in recent 
years. This tends to prevent employ- 
ment of mill capacity to the fullest pos- 
sible extent despite the growth in de- 
mand, and accentuates competition, 
thus affecting prices and earnings. 

Recovery in other branches has not 
kept pace with the market leader and 
it is for this reason that the industry 
as a whole may only be said to have 
turned recently. With the ending of the 
coal and rail strikes, business in all 
other papers has begun to show more 
life and demand is expanding in all di- 
rections, although nothing like the ac- 
tivity of newsprint seems likely to be 
manifested in the near future. 

The demand is strong, however, and 
in some cases exceeds production. Pro- 
ducers withdrew quotations on boards, 


tissue, book and fine papers as a re- 
sult of the uncertainties following the 
twin strikes, re-establishing them at 


materially higher levels when the labor 
disturbances were eliminated. The 
trend still remains upward and 
higher quotations appear to be in or- 
der. Newsprint prices, on the other 
hand, will probably rule close to cur 
rent levels around $75 a ton for con- 
tract and $80 a ton for spot. Making 
due allowance for these irregularities, 
the paper industry faces an active and 
reasonably satisfactory period. 
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Chemicals 


A More Optimistic Tone 
Sounded 


LTHOUGH the chemical and al 
lied trades are still hesitating, the 
industry as a whole is now in a 
much better position than it has been 
at any time in the past two years. Just 
as the chemical industries declined with 
business conditions generally, so they 
should now be facing a period of in- 
creasing activity as the volume of pro- 
duction in basic industries such as iron 
and steel and the manufacture of com- 
modities such as paper, leather and 
textiles, continues to expand 
Production of chemical products has 
been on a restricted basis for an ex 
tended period with the result that ef- 
forts to work off surplus stocks have 
gone much further than had been an- 
ticipated. Generally speaking, supplies 
are light, in fact an actual shortage 
now exists in many lines. This is par- 
ticularly true of those items of which 
the Government held large stocks of 
(Please turn to page 86) 
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By BENJAMIN GRAHAM 


HE third quarter of 1922 apparent- 
7 ly marked the turning point in the 

leather industry. After a period of 
depression almost unexampled in length 
and intensity, the leading companies are 
again on a profitable basis. Hide prices 
have scored substantial advances, fol- 
lowed to a lesser degree by strength in 
the leather market. The report of Cen- 
tral Leather for the three months ended 
September 30 shows the preferred divi- 
dend covered with a slight margin, as 
contrasted with a long series of previous 
deficits. The corresponding figures of 
American Hide & Leather have not been 
published at this writing, but estimates 
considered reliable place the profits for 
the period at the annual rate of about 
$10 per share of preferred stock. 

With the hectic chapter of war infla- 
tion and deflation at last brought to a 
close, it may be well to ascertain in what 
condition and with what prospects these 
two leading companies are embarking 
once more upon a normal basis of opera- 
tions. We shall try to form some esti- 
mate of their average future earning 
power, thereby to determine how their 
various securities compare in attractive- 
ness at present prices. The elements to 
be considered are the following: 

1. The actual and relative position of the 
two companies before the war. 

2. The permanent effects of the war and 
post-war periods. 

3. The current financial condition and 
earning power, as evidenced by recent 
data. 

Central Leather is a very much larger 
enterprise—as measured both by capitali- 
zation and turnover. Its product is chief- 
ly sole leather while the American com- 
pany concentrates on the manufacture of 
upper leathers. Thus the two companies 
are not competitors, yet the prosperity 
vf both is vitally affected by conditions 
in the shoe trade. Sole leather is tanned 
by oak and hemlock bark, while upper 
leather is tanned by chemicals. Hence 
Central Leather finds it necessary to hold 
extensive timber lands, equipped with 
saw-mills, logging lines, etc. These op- 
erations in turn lead to heavy sales of 
hard-wood lumber, as an important by 
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Hide & Leather vs. 
Central Leather 


Which Has the Greater Earning-Power?— 
Unusual Position of Hide and Leather Pre- 
ferred—An Estimate of Future Earnings 
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product. Am. Hide & 
Leather, however, finds it 
advisable to purchase its 
tanning materials. 

Both companies were 
formed during the trust 
cra of twenty-odd years 
ago as amalgamations of 
numerous competing 
units. Following the usual 
practice, a liberal propor- 
tion of water was inject- 
ed in the property ac- 
count. While neither com- 
pany made an especially my 
brilliant exhibit prior to 
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the war, Central Leather 


shone at least by comparison. It suc- 
ceeded in maintaining uninterrupted 
dividends on its preferred, and was 


gradually building up a moderate earning 
power for its common. But American 
Hide and Leather seemed unable to 
realize an adequate profit on its sales. 
It was handicapped further by the un- 
usually onerous sinking fund provisions 
of its bond issue, so that the balance 
available for the preferred shares was 
made to appear even scantier than the 
meagre reality. In seventeen years it 
was able to pay a total of just 3% in 
preferred dividends, the accumulations 
finally exceeding 100%. 
Their Pre-War Record 

Table entitled Average Pre-War 
income account presents an income 
account based on the average results 
for the five years preceding the war, but 
with certain adjustments for bond in- 
terest and depreciation in order to re- 
flect current requirements. These fig- 
ures must be considered in connection 
with the present capitalization of the 
companies, as detailed in Table show- 
ing present capitalization. We leave 
Am. Hide & Leather common out of 
account entirely, because the 125% of 
unpaid dividends on the 7% cumulative 
preferred entitle the senior shares to all 
conceivable future earnings of the en- 
terprise. The common stockholders 
seem condemned to maintain a purely 
academic interest in the affairs of their 
company. During the war, plans were 
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devised for a recapitalization involving 
the discharge of the back dividends 
through a distribution of 
stock. These schemes 
cepted, nor can any logical reason be 
adduced for the preferred stockholders 
to commute their claims m order to 
benefit the common shares. 

Am. Hide & Leather preferred, rep- 
resenting thus the entire capitalization 
of the company, has a current market 
value of only about half the average 
pre-war sales. Central Leather’s three 
classes of securities aggregate $67,000,- 
000 in market price, or somewhat in ex- 
cess of its annual turnover. Otherwisc 
stated, Central Leather is capitalized 
twice as heavily in comparison with its 
volume of business. This should be an 
important advantage in favor of the 
American company, for with the same 
margin of profit on its sales it should 
earn double as much on its capital. The 
actual results, however, have been just 
the opposite, because its ratio of net to 
gross has always been abnormally low. 
The average pre-war figures, given in 
our table, show a profit margin of only 
4%4% on its total business, as against 
over 9% for Central Leather. After 
allowing for depreciation, American 
Hide & Leather’s net works out as only 
5.40% on its capitalization, while Cen- 
tral Leather has earned 6.85%. On the 
latter’s stock capitalization alone the 
available balance averages over 8%. 

These figures of pre-war income in- 
dicate a great potential advantage for 
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Am. H. & L. (in its simpler and smaller 
capitalization), but an equally great 
tctual superiority of Central Leather in 
its final net profits. It may be thought 
that the extraordinary changes wrought 
by war influences would completely 
lestroy the significance of such ancient 


statistics. Yet the influence of the 
war on these enterprises was most 
eculiar—exceptionally violent, and _ still 
rangely transitory. To most indus 


rials the great upheaval has left some 
ermanent legacy—increased plant ca- 
acity, larger working capital—or, con- 
ersely, a heritage of debt. But the 
eather companies were borne high on 
he crest of war prosperity, then dashed 
nto the lowest abyss of deflation—to 


land finally almost exactly where they 


started a decade before. 


Back Where They Started 


[he appended graph traces the rise 
nd fall of gross sales, inventories, and 
urplus during the past ten years. The 
nes show clearly the fictitious charac- 
r of their dazzling profits—their pros- 
erity based entirely on price and not 
n volume; their enormous surplus rep- 


esenting merely the marking up of 
ventory values. For comparative pur- 
ses we have omitted from our fig- 


res the arbitrary reduction of $8,126,- 
(00 made in Central Leather’s surplus 

1919, through writing off the good- 
ill item in the property account. This 
mservative action seemed well justi- 
ed by the huge surplus ‘balance at the 
me, but it is directly responsible for 


present $6,800,000 deficit in profit-and 
loss. 

Said deficit is undeniably a serious 
matter for the preferred shareholders. 
It implies the postponement of all divi- 
dends until it is made up out of earn- 
ings—a two-year wait, or even longer, 
it would seem. It is true that the com- 
pany may “doctor” its balance-sheet, 
either by restoring the good-will item 
(as Hendee Mfg. did recently), or by 
changing the par value of its common 
(cf. Montgomery Ward). But any such 
procedure must be regarded im- 
probable. 


as 


There is presented in the table show- 
ing Comparative Balance Sheets a skele- 


ton balance-sheet of Central Leather 
at the end of 1921 and 1911. No one 
could guess from these figures the 


colossal vicissitudes of the intervening 
years. The inventory, the working 
capital, the surplus, are “all nearly iden- 
tical in both exhibits. The only signifi- 
cant change is a substantial reduction 
in fixed assets on one side, and in fund- 
ed debt on the other. This represents 
chiefly the steady depletion of the com- 
pany’s timber holdings, with a corre- 
sponding amortization of the bond issue. 
With American Hide & Leather, the 
case is very similar. But here the re- 
tirement of the funded debt, first effect- 
ed out of surplus cash, seems now to 
have necessitated the reduction of in- 
ventories to an abnormally low figure. 

The net 
change in the companies’ position since 
1914 leads us back to the results of the 
earlier years for guidance in judging the 


absence of any considerable 


future. American Hide and Central 
Leather entered 1922 with very nearly 
the same resources and capacity as in 
1912. In fact, their policy has consist- 
ently aimed towards reducing their 
over-numerous plants and concentrat- 
ing their interests on fewer products. 
For these reasons the earnings of 1910- 
1914 were given such detailed attention 
above. 

It is reasonable to hope, however, that 
Am. Hide & Leather will be able to 
report better average operating results 
from now on than in the unsatisfactory 
years preceding the war. A determined 
effort has since been made to attain 
greater efficiency. From 1915 to 1920 
the company succeeded in reducing 
somewhat Central Leather’s former 
great advantage with respect to mar- 
gin of profit on sales. Although this 
progress may perhaps have been due 


solely to war conditions, there is no 
reason why the company should not 
maintain the improvement. 
The Current Situation 
This view is supported by more r¢ 
cent figures, which indicate that Am 
Hide & Leather has weathered th 


storm of deflation somewhat more suc 
cessfully than the larger concern. Its 
inventory losses were proportionately 
as heavy, but they were concentrated 
within a shorter space of time—from 
July, 1920, to March, 1921. From that 
date to the last quarter it operated at 
a slight profit, while Central Leather 


was still reporting sizable deficits. Fur- 














AMERICAN HIDE & LEATHER VS. CENTRAL LEATHER 


PRESENT CAPITALIZATION 


- —CENTRAL LEATHER—————— 
Market price 





Par value (Oct. 27) Market value 

a $26,330,000 99 $26,067,000 
Preferred stock 33,299,000 *77 25,640,000 
COIN GONE 2c cccccccccscacceseces 39,701,000 39 15,483,000 
$67,190,000 


*10'4% accumulated dividends to date. 


Fixed assets (net). 
Inventories 
Net current assets. .. 


Capital and surplus 
Bonded debt 


Total both sides 


+ 125% accumulated dividends to date. 


COMPARATIVE BALANCE SHEETS 


———CENTRAL LEATHER——., 
Dec. $1, 1911 Dec. 31, 1921 
*$57,845,000 $41,250,000 
45,675,000 48,404,000 
2,751,000 2,782,000 
*$06,644,000 $66,106,000 
39,626,000 26,330,000 


$106,270,000 $92,436,000 


* Adjusted for $8,126,000 reduction in good-will item made in 1919. 


AVERAGE PRE-WAR INCOME ACCOUNT 


Central Leather 
(5 yrs. ended 
Dec. $1, 1913) 


Gross sales . $58,000,000 
Net income ....... 5,340,000 
*Depreciation ..... 750,000 
*Bond interest .......... 1,300,000 
Balance for preferred... .. 3,290,000 
Balance for common....... 959,000 
Earned per share preferred. . $9.90 
Earned per share common. 2.42 


* Adjusted to present requirements. 


a ye Gross sales 70,000,000 $20,000,000 
June 30, 1914) Net profits . 7,000,000 1,600,000 
$17,470,000 Depreciation .. 750,000 250,000 
736,000 Bond interest ........... 1,300,000 inieaa 
250,000 Balance for preferred. . 4,950,000 1,350,000 
486,000 Balance for common......... 2,619,000 = = = — sevees 
aes Earned per share preferred... $14.90 $10.75 
$3.88 Earned per share common... . a 

5) tig Earned on total capital (present 
market value)............ 9.33% 15.37% 


ESTIMATED FUTURE INCOME ACCOUNT 


AM. HIDE & LEATHER-— 
Market price 
Par value (Oct. 27) Market value 
$12,548,000 +70 $8,784,000 
11,224,000 13 1,459,000 
$10,243,000 





AM. HIDE & LEATHER-———. 
June 30, 1912 Dec. 31, 1921 


$24,106,000 $22,342,000 
8,819,000 5,887,000 
103,000 94,000 
$28,135,000 


$27,203,000 
5.825,000 = savevees 


$33,028,000 $28,135,000 





Central Leather Am. Hide & Leather 
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thermore, if the estimates of the Sep- 
tember Quarter’s results may be relied 
upon, American Hide is now enjoying 
a higher earning power than its rival. 
The unofficial figures of $325,000 net 
after taxes for this period would be at 
the annual rate of over $10 per share of 
preferred—nearly 15% on the present 
market price of 70. Central Leather’s 
statement showed profits equivalent to 
about $9 on the preferred and $1.75 on 
the common. On its preferred and 
common combined, the results work out 
as 74% of market value—only half as 
attractive as the Am. Hide & Leather 
showing. 

The financial condition of both com- 
panies at the close of 1921 was sound. 
The notes payable were relatively small 
and are said to have since been reduced. 
American Hide has undoubtedly a dis- 
tinct advantage in the absence of fund- 
ed debt, as contrasted with the maturity 
of $26,000,000 of 5% bonds which Cen- 
tral Leather will have to meet in 1925. 
These bonds, however, have enabled 
Central Leather to carry a larger rela- 
tive inventory, which may now prove 
fortunate through the recent advance in 
hide prices. The slower rise in finished 
leather is threatening to cut into the 
tanners’ margin of profit, but this dis- 
crepancy should be corrected in the 
natural course of events. 


Estimated Income Account 


The table presents the writer’s idea 
of a normal future income account for 
the two companies. Needless to say, it 
is strictly tentative. American Hide & 
Leather, be it noted, should earn a sub- 
stantially higher percentage on its pres- 
ent capital. These figures would per- 
haps justify the payment of $7 per share 
on Am. H. & L. Preferred and $4 per 
share on Central Leather common—in 
both cases about 10% on the present 
price. But the absence of senior securi- 
ties should entitle the former issue to 
sell on a lower basis of yield. 
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The Catawba Tannery of the Central Leather Co. at Old Fort, N. C. 


The results of the above investiga- 
tion may be summed up as follows: 

1. The end of the war period finds 
both companies in about the same 
position as before the conflict. Am. 
Hide & Leather, however, has gained 
through the retirement of its bond 
issue, with its onerous sinking fund 
provisions. 

2. Central Leather is the larger 
enterprise, better thought of in the 
trade, and with a far superior pre-war 
record. 

3. But American Hide & Leather’s 
unsatisfactory exhibit of ten years ago 
seems due to a remediable defect— 
namely an abnormally low ratio of net 
profits to turnover. At present prices, 
its capitalization is only half as large 
as Central Leather’s, in proportion to 
average sales. 

4. Am. Hide & Leather has made 
somewhat better progress in recover- 
ing from the collapse of 1920, and is 
reported to be enjoying relatively 
larger current earnings. 

5. In comparison with Central 
Leather Preferred, Am. H. & L. Pre- 
ferred has a double advantage—first 
in the absence of prior interest 





a 


secondly in its claim 
upon all the future earnings of the 


charges, and 
company. Furthermore, the large 
profit and loss deficit in Central 
Leather’s balance-sheet will apparent- 
ly delay dividend resumption for 
quite a while. 

6. Central Leather Common is 
much further removed from divi- 
dends, and the heavy prior claims of 
the bonds and preferred stock make 
its position essentially more specula- 
tive than that of American Hide & 
Leather Preferred. 


The above analysis reveals a variety 
of. conflicting factors affecting the 
leather industry as a whole, and the two 
leading companies as contrasted with 
each other. The past undoubtedly fa- 
vors Central Leather, but on the basis 
of present position and future prospects, 
the writer would be inclined to select 
Am. Hide & Leather Preferred as hav- 
ing more investment merit than Cen- 
tral Leather Common and better specu- 
lative possibilities than Central Leather 
Preferred, though the present uncertain 
position of the market would seem to 
preclude possibilities of advance in any 
of these issues in the near future. 
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American Linseed Company 






Can Linseed Resume Dividends? 


Effect of Increase of Building on Linseed’s Affairs—Will 
Short-Term Debt Be Funded?—Position of the Shares 


T N considering the American Linseed 
Company, the first thought that crops 
out is the big improvement in build- 

g contracts manifested since early in 
ie current year. Linseed oil is used ex- 
tensivély in paint mixtures and, obvious- 
, the more building and repairing, the 
ore painting. In five months, from 
pril to August inclusive, building. con- 


By HENRY FRANKLIN 


ward heights two or three years ago, the 
use of substitute products was given a 
great impetus and the business naturally 
grew by leaps and bounds, but during the 
past year, as every housewife knows, 
there has been a considerable decline in 
the price of butter and although the price 
shows signs of increasing this Fall, 
compared with last Spring, butter is in 


as 








AMERICAN 

Gross 

Income 
1914 -$1,924,948 
1915 . 2,519,467 
1916 2,847,484 
1917 . 4,186,043 
1918 ... 4,385,287 
1919 . «11,025,777 
1920 .. 18,319,045 
ore Not reported 


* Deficits from 1914-1919 year ended Sept. 


EARNINGS RECORD | 


LINSEED 


Operating Earned on Yearly 
Income Common Surpluses 
$406,496 et $306,647 
1,081,661 — 1,007,630 
1,500,336 $1.82 1,476,817 
2,147,519 5,82 1,645,019 
2,138,970 5.77 966,470 
4,329,243 16.02 2,683,328 
6,238,597 1.79 328,984 
*1,043,132 wire *5,322,782 
30. For 1920—15 months ended Dec. 31. 

















acts, as stated by F. W. Dodge & Co., 
<ceeded in each of these months 300 mil- 
m dollars. Figures on the average were 
msiderably higher than the building 
yntract totals during the war period. A 
atural assumption is that the demand 
wr linseed oil has increased substauntial- 
and that, therefore, the business of the 
\merican Linseed Company since the 
rst of the year has been more active 
than it was last year. 
The price level for raw linseed’ oil has 
en advancing steadily since the first of 
e year and the average for the nine 
onths ended September 30th was con- 
lerably above the average for 1921 in 
hich year prices receded heavily to pre- 
r levels. The peak occurred in 1918 
d 1919 and the drop from the high 
vels was precipitate, and indicated that 


mpanies engaged in that line of busi- 
ss were forced to make thorough ad- 
stments. 


What American Linseed Does 


Amercan Linseed has been in corporate 
istence for about 24 years and of late 
ars the business has been diversified 
rough the introduction of departments 
manufacture edible vegetable oil prod- 
ts and this end of the business now 
obably constitutes a larger proportion 
the total than does the sale of linseed- 
| products. 

In 1917, American Linseed acquired the 
ucoa Butter Company which manufac- 
ires and refines nut oils and nut mar- 
irine. When dairy butter rose to sky- 
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a position to be a more serious disturber 
for the manufacturers of substitute prod- 
ucts than it was during 1919 and 1920 

American Linseed has been the subject 
of anti-trust suits brought by the Gov- 
ernment, but in the Federal Courts these 
suits were dismissed and the Government 
has taken an appeal to the U. S. Supreme 
Court. It is generally believed that Stand- 
ard Oil interests, as represented by the 
Rockefellers, are dominant in the affairs 
of the American Linseed Company and 
at one time it was reportd that some 41,- 
000 shares of-stock were in the name of 
John D. Rockefeller, Jr. The manage- 
ment has been somewhat averse to pub- 
licity and this has made it difficult to fo 
low the affairs of 


to 
unusual (for it) heights and the specu- 
lation was due largely to the belief that 


and 1920 the common stock rose 


a merger with the Lever interests 
would be of considerable benefit to 
American Linseed shareholders 


Trend of Earnings 


Since 1912, American Linseed has had 
but one big year and that was in 1919 
when $16 a share was earned upon the 
common stock. Then came the business 
depression bringing small in 
1920 and a deficit of over 5 millions in 
1921. In the years 1920 and 1921, Ameri- 
can Linseed found it advisable to write 
off 6.6 millions as inventory adjustment 
which is some indication of the severe de 
flation which the company went through. 
Inventories had reached 13.7 millions at 
the end of 1919 and were 6.5 millions at 
the end of 1921. 

As pointed out earlier in this article, 
the drop in prices was precipitate and 


earnings 


due to circumstances over which Ameri- 
can Linseed had no control. Judging by 
the trend since the first of 1922, it is like- 
ly that. the company been to 
mark up inventory values, or at least to 
feel assured that the account, at the end 
of 1921 represented rock-bottom figures. 
The business had a big growth from 
1915 to 1920, due, of course, to the un- 
usual conditions obtaining through these 
For example, gross income was 

2.5 millions in 1915 and over 11 millions 
in 1919, but that was not normal growth 
and it would be unwise to use these fig- 
ures in estimating normal carning power. 
It is possible to make some interesting 
statements as to what the company faced 


(Please to page 69) 


able 
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years. 


turn 





the company, ex- 


cept through the 

annual financial 

statements. ———_— 
During 1920 veh @ 

and 1921 it was a 


established that 
the Lever inter- 
ests of England 
were negotiating 
for control of 
American Lin- 
seed, but these 
negotiations fell 
through early in 
1922 and, so far 
as is known, 
have not been 
renewed. This is 
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mentioned be- 
cause during 1919 


The Buffalo Plant of American Linseed 











American Cotton Oil Co. 





Emerging from Post-War Deflation 


The Rise in Cotton Prices and in Cotton Seed 
Oil—Dividend Prospects for the Preferred Stock 


ITH cotton selling at above 24c. 
a pound, attention has been 
diverted to the cotton oil in- 
dustry, with the idea of ascertaining, 
if possible, what the outlook is for a 
compan. ‘ike the American Cotton Oil 
Company, which is the leading cor- 
porate exemplar of the cotton oil in- 
dustry. Information on the American 
Cotton Oil Company is not particu- 
larly complete. It is known that the 
company underwent a drastic period of 
readjustment which naturally enough 
left marks upon earnings. Cottonseed 
oil prices began their precipitate ad- 
vance in 1915; reached the peak in 1919 
and then slid down the toboggan in a 
rapid and disconcerting manner. The 
result was that in the first half of 1921 
cottonseed oil prices were at a level 
with the prices of 1914 and 1915. Im- 
provement began about June, 1921, and 
continued until August, 1922, at which 
time there was a sagging off, but the 
level is well above the low of 1921. 
According to available * data, stocks 
of crude and refined cottonseed oil were 
at high levels during the first half of 
1921, but in August, 1922, were relative- 
ly lower than at any time since 1916 at 
that particular month. The cotton crop 
this year is definitely established as a 
small one and the total may not reach 
10 million bales. Figures for the whole 
industry as gathered by the U. S. De- 
partment of Commerce would indicate 
that stocks of cottonseed oil on hand 
are not relatively large for this particu- 
lar time of the year and that therefore 
the outlook is fairly good from this 
measure of supply and demand. 


Edible Oil Business 


American Cotton Oil has been de- 
veloping the edible oils department of 
its business and such lines as washing 
powder and soaps. The N. K. Fair- 
banks Company is a subsidiary, and is 
engaged exclusively in the manufacture 
of soaps, washing powders, salad and 
cooking oils, lard compounds, etc. The 


By JOHN MORROW 


























AMERICAN COTTON OIL 
EARNINGS RECORD 

Year 

Ended Operating Net Earned on Surplus 
Aug. 31 Profits Income Common for Year 
1914 . .$1,487,623 $1,012,623 $1.99 $400.707 
1915 .. 2,514,403 2,039,403 7.05 1,427,487 
1916 .. 2,524,291 2,028,458 6.99 607,058 
1917 .. 2,034,042 1,534,042 4.55 112,642 
1918 .. 2,327,995 1,661,328 5.14 239,928 
1919 .. 2,694,214 1,844,214 6.09 422,814 
1920 .*1,542,531 *2,392,531 ; *3,611,560 
1921 "2,114,512 "2,934,512 2,934,512 

* Deficit. 
company’s products are very well for the period ended December 31, 1921, 


known, and while there is the keenest 
kind of competition, it would seem to be 
reasonable to assume that with sta- 
bilization of overhead, a company like 
N. K. Fairbanks ought to show a very 
fair amount of earnings over a period, 
but as maintained just previously, the 
competition in this industry is very 
keen and margin of profit is likely to 
be small. In short, it must be a quan- 
tity business if it is to produce profits. 


War Earnings 


A feature affecting American Cotton 
Oil is the earnings exhibit covering the 
war years. The prices of cottonseed 
products, generally speaking, were ad- 
vancing steadily from 1915 to 1919. For 
example, cottonseed oil prices in that 
period advanced to a relatively greater 
extent than the general level of com- 
modity prices. In the five years of war- 
time business, the largest surplus shown 
on the common stock in any one year 
was about 7%, which was rather a dis- 
appointing showing when the earnings 
of industrial corporations generally are 
considered. Furthermore, in the period 
just prior to the war the trend was not 
particularly encouraging. 

The fiscal year of the American Cot- 
ton Oil Company ends on August 3lst, 
but the report for the period ended Au- 
gust 31, 1922, has not yet been pub- 
lished. The deficit shown in the report 








Cur. Assets 
1915 $14,321,536 
1916 . 15,138,259 
GE .. 15,846,768 
1918 . 22,328,745 
 ccccpvasiweckawenecaweenee . 723,897 
DD cccecetwekonasnsecesteenee 22,953,144 
DE ndecexapieseesbasennennel 13,334,413 





AMERICAN COTTON OIL | 
WORKING CAPITAL 


Cur. Liabilities Working Capital 
$711,504 $13,610,032 
877,517 14,260,742 
1,038,505 14,308,263 
2,307,149 20,021,596 
1,629,125 21,308,978 
7,266,519 15,686,625 
1,106,876 12,227,537 

















THE 


was accumulated during the first ten 
months of that fiscal year. In the last 
two months, better results were at 
tained. Officials of the company during 
the summer of 1921 believed that the 
corner had been definitely turned 
therefore the financial statement for 
August 31, 1922, is to be awaited witl 
interest. 


Post-War Readjustment 


In normal times, export business is 
from 30 to 40% of the total and this 
branch has been below normal. It has 
been stated, however, that domestic 
sales of food oils were well above nor- 
mal with soap and cleaning powders 
running at normal. The period from 
August 31, 1919, to August 31, 1921, was 
the deflation and readjustment period 
for the company. On August 31, 1921, 
inventories of 6.5 millions were 50% less 
than as of August 31, 1920. In the same 
period, notes payable of 5.8 millions had 
been paid up and the amount of the 
6% notes due 1924 had been reduced by 
1 million. 

The company stated last Fall that the 
inventory as of August 31, 1921, had 
been disposed of at prices equal to or 
above the value given on the balance 
sheet. This was interpreted as meaning 
that business was again being done on 
a profitable basis. Working capital de- 
creased considerably during this period, 
going down from 21 millions in 1919 t 
12 millions in 1921. The profit and loss 
surplus of the American Cotton Oil 
Company at the end of 1921 was 6.7 
million, whereas on August 31, 1915, this 
total stood at almost 12 million—a de 
crease of about 5% millions. In other 
words, the war period apparently did 
not strengthen the company’s position 
particularly, nor leave it any consider- 
able “velvet” upon which to live during 
the two years of readjustment. 

There have been few changes 
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apitalization, which today totals be- 
tween 44 and 45 millions and which in 
1915 totaled 40 millions. The interme- 
diate financing has been done through 
the issuance of short term notes and 
there are 9 millions 6% notes due two 
years hence. The issue was made in 
1919 and $500,000 notes annually are 
etired by a sinking fund. There is also 
n issue of 5 millions Debenture 5s, due 
1931. The nature of the funded debt 
ives the unfortunate impression that 
he financing policy has been rather a 
emporary one and dictated largely by 
ircumstances prevailing at the time 
ew money had to be raised. 


Conclusions 


The standing of these two issues, the 
Jebentures and the Notes, is relatively 
ecure, and while the company showed 
perating deficits totaling over 3.5 mil- 
ons in the two fiscal years ended Au- 
ust 31, 1921, under normal conditions 
ere should be little or no difficulty in 
vering interest charges with an ade- 
uate margin. 
Dividends upon the 6% non-cumula- 
ve preferred stock were suspended in 
Jecember, 1920; prior to that the full 
% had been declared annually without 
reak from 1892, which was an unusual- 
good and excellent record. This year 
ie stock has fluctuated between 41 and 
1, but made the high back in May. 
Since then the stock has fluctuated idly 
nd there has been little in its market 
tion to indicate expectation of the im- 
ediate restoration of dividends. It is 
ltogether reasonable to suppose that 
e management will fully restore bal- 
nce sheet position before considering 
vidends upon the preferred stock. 
lerewith follows a record of the price 
nge of both preferred and common 
tocks: 





Preferred Common 
High—Low High—Low 
Par 107 —-100 6944—52% 
1911 .. 105%— 92 6234—415% 
1912 9914 95 60%4—45 4 4 
1s 9S 92 
BORE ccccccece 9TH— 9356 
915 . 1024%— 91 
BREED: 102 — 98 
917. ......-. 1OL%— F8 
18 ss — 78 
yo 93 &S8 
Te 86 59% 
a  wadennhee 67 35% 
22° 61 - 41 
* To Nov. 1. 


The common has fluctuated between 
; and 30% this year. There is little 
rrent interest in the shares and noth- 
to suggest dividends. It is worth 
nting out, however, that from 1898 
, the company stock paid some divi- 
dends in every year up to and includ- 
1911. There was a break then to 
be succeeded by payments from 1915 to 
1920. The highest dividends paid in any 
year were 5% in 1909 and 1910. 
If the record is any guide, the common 
stock of American Cotton Oil has not a 
large earning power and does not seem 
to offer any great inducements in that 
direction now. The preferred, even al- 
lowing for the difference in price, ap- 
pears to be the relatively more attrac- 
tive issue. 
NOVEMRFR 
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Preferred Stocks Do Well 


Surprising Strength of Preferreds in 
View of Reactionary Stock Market 


HOUGH the general decline in the 
stock market was too severe to be 
entirely ignored by preferred stocks 


and as a result there were losses run- 
ning from 2 to 6 points the movement 
was by no means uniform. Curiously, 


sound investments 
were practically confined to railroad and 
public utility~issues, industrials with one 
exception being untouched, in fact most 
of them scoring extensive gains. This 
was a remarkable performance in view 
of the general weakness. Among the 
middle-grade and semi-speculative pre- 
ferreds, strength and weakness was about 
equally balanced. Altogether, while there 


the losses among the 


ferred issues gave a good account of 
themselves. 
Individual movements that stood out 


were: General Motors debentures which 
lost about 4 points, Allis-Chalmers 7% 
which dropped six points, the decline evi 
dently being due principally to internal 
weakness rather than to the general de- 
cline, U. S. Rubber 8% which lost near- 
ly 5 points and American Water Works 
lst preferred which lost 4 points. In con- 
trast to this, there were some very strong 
spots, among them being General Ameri- 
can Tank Car 7s which gained 2% points, 
American Smelting 7s which gained about 
the same amount and Mack Truck Ist 
7s which advanced over 3 points on lim- 














were some large individual losses pre- ited transactions. 
PREFERRED STOCK GUIDE 
Sound Investments 
Dividend 
Div. Rate Appx. Appx. *Times 
INDUSTRIALS: ($ Per Share) Price Yield Earned 
2, Cimett-Peabody ..........:. 7 (c.) 102 6.8 4.5 
2. General Motors (debentures) . 7 (c.) 93"4 7.1 §5.4 
3. American Woolen...... 7 (c.) 11034 6.3 2.9 
4. Loose Wiles (1st pfd.). 7 (c.) 103 6.8 3.5 
5. American Can..... 7 (c.) 110% 6.3 2.2 
6. Baldwin Loco..... 7 (c.) 117 5.9 5.4 
7. Endicott-Johnson .. 7 (c.) 116 6.0 14.0 
8. Standard Oil of N. J 7 (c.) 117: 5.9 5.9 | 
9. Allied Chem. & Dye. 7 (c.) 113 6.1 14.5 
10. Standard Milling... 6 (n. c.) 95'4 6.3 4.6 
PUBLIC UTILITIES: 
1. North American Co. : 8 (c.) 46 6.5 15.0 
2. Philadelphia Co...... : 3 (c.) 404 7.4 5.7 
RAILROADS: 
1. Ches. & Ohio (conv. pfd.). 6.50 (c.) 103 34 6.2 16.6 
2. Baltimore & Ohio....... 4 (n. c.) 62 6.4 3.0 
3. Chic. & N. Western (part. pfd. ) 7 (n. c.) 122% 5.7 6.3 
4. Colo. & Southern (lst -. ) : 4 (n. c.) 62'4 6.4 8.2 
5. Reading (1st pfd.). 2 (n. c.) 52' 3.8 13.7 
Middle-Grade Investments 
INDUSTRIALS: 
1. General Amer. Tank Car... 7 (c.) 10414 6.6 §5.7 
2. Asso. Dry Goods (Ist pfd.). 6 (c.) 83 7.2 2.7 
3. J. Kayser & Co. (1st pfd.).. 8 (c.) 103 7.7 1.8 
4. Brown Shoe.............+.- . 7 (c.) 99 7.0 3.1 
5. American Smelting & Ref...... 7 (c.) 1024 6.8 2.5 
6. Allis Chalmers ......... 7 (c.) 96 7.2 3.2 
7. Bethlehem Steel (conv. pid.) ) 8 (c.) 111 7.2 6.9 
8. Bush Terminal Bldg 7 (c.) 99 7.0 1.1 
9. U. S. Industrial Alcohol. 7 (c.) 99% 7.0 8.9 
10. Nat'l Cloak & Suit...... 7 (c.) 99% 7.0 3.0 | 
11. American Sugar Ref. 7 (c.) 107 6.5 1.8 | 
12. Cosden & Co. (conv. pid. ) 7 (c.) 10054 6.9 114.6 
13. Sears, Roebuck & Co. 7 (c.) lll 6.3 15.7 
14. Cuban-American Sugar 7 (c.) 97! 7.1 8.0 
15. Nash Motors ...... 7 (c.) 107'4 6.5 : 
RAILROADS: 
1. Pere Marquette (prior pfd.).... 5 (c.) 7614 6.5 3.3 
2. Colo. & Southern ‘=a —. ). 4 (n. c.) 58 6.8 7.2 
3. Chicago, R. I. Tis e6s0e00< "7 to 5 (c.) 9814 7.1to5.0 2.2 
4. Pittsburgh & W. Va. 6 (c.) 95 6.2 2.0 
Semi-Speculative Investments 
INDUSTRIALS: 
1. Famous Players-Lasky..... 8 (c.) 98". 8.1 6.4 
2. Mack Trucks, Inc. (Ist pfd.).. 7 (c.) 8934 7.7 1.8 
3. Worthington P.&M. (“A” pfd.) 7 (c.) 86% 8.1 6.6 
4. U. S. Rubber (1st psa.) 8 (n. c.) 9534 8.3 2.6 
5. Fisher Body of Ohio.. 8 (c.) 944 8.4 
6. Orpheum Circuit......... 8 (c.) 9434 8.4 3.1 
7. Calif. Petroleum (part. pfd.) 7 (c.) 94 7.4 2.6 
8. Pure Oil (conv. pid.)... 8 (c.) 97% 8.2 6.0 
9. Stern Brothers ...... 8 (c.) 102% 7.8 & 
PUBLIC UTILITIES: 
1. Market St. Ry. (prior pit.) , 6 (c.) 66", 9.0 2.5 
2 Amer. Water Works (ist pfd. . 7 (c.) 87% 8.0 T1.5 
o (n. c) Non-cumulative. (c.) Cumulative. 
* Average for last five years. ft a for last two years. % Average for last three 
years. § Aver for last four years. { Stock was issued this year. Figures represent 
number of times dividend would have been earned had stock been outstanding. 























Which Is the Best $8 Stock? 


Results of a Search for Profit-Making Opportunities 


Note: This is the ninth of a series 
Showing the best stocks in each dividend- 
paying group. In this issue, the best in- 
dustrial and public utility stocks paying 
$8 dividends are discussed. Following 
issues will contain analyses of the best 
stocks paying $10 and $12 dividends, with 
which the series will conclude. 


MONG stocks paying $8 per share 

per annum, several very sound in- 

dustrial and public utility issues are 
to be found. These stocks have natural- 
ly participated in the extensive upward 
move registered by industrials and pub- 
lic utilities in the current year and in 
selecting the most attractive of the $8 
payers it is to be understood that the 
writer does not advocate their purchase 
at present levels. Should the market 
have a substantial recession in price 
from present levels, however, it would 
be well to bear these stocks in mind 
with the view of acquiring them in 
periods of weakness. 

Of the stocks selected, Famous 
Players shows the highest yield, 8.5%. 
As earnings of the company for the 
past several years have been running 
at the rate of over twice dividend re- 
quirements and financial condition of 
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By FRED L. KURR 


the company is satisfactory, the stock 
undoubtedly has interesting speculative 
possibilities. The high yield, however, 
reflects the uncertainties of the moving- 
picture industry. This is of course a 
comparatively new industry and new 
industries that start with a rush are 
subject to increasing competition. Fa- 
mous Players nevertheless is undoubt- 
edly the strongest company in the field 
and should be able to give a good ac- 
count of itself. 


Several Strong $8 Payers 


Otis Elevator is a very strong com- 
pany and dominant in its particular 
field, the manufacture of elevators. It 
is in a position to increase its dividend 
rate at any time. A very steady earn- 
ing power has been shown for a long 
period of years and there would seem 
to be no reason to doubt that it will 
continue to do well. At present price 
of 150, however, it has pretty fully dis- 
counted favorable dividend action and 
would only be attractive at a very ma- 
terial concession in price. 

Consolidated Gas is estimated to be 
earning at the present time at the rate 
of about $15 a share and is in a posi- 
tion to pay out more to stockholders. 
The stock, however, is selling some 50 
points above the 1922 low and at this 
level must be regarded as in a very 
speculative position and not attractive 
either as a speculation or investment. 

Detroit Edison at 111 yields 7.2%. 
This company has paid 8% on its stock 
for the past seven years and has shown 
a very consistent earning power. As 
it is located in one of the most rapidly 
growing sections of the United States, 
a prosperious future is apparently as- 
sured. The stock has participated to a 
very slight degree in the upward move, 
selling. at the present time only 11 
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BROOKLYN EDISON 


GROWTH OF GROSS INCOME 
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$8 payers from an investment view-| s¢ 

point. Under THE Macazine or WALL! it 

Srreet’s rating system this company re- tic 

ceives 29 out of a possible thirty points. a 

In 1921 the company earned twice its m 
present dividend requirements and 1922; 

is expected to make just as favorable} ay 

a showing. Even during the period of] cc 

inflation when most public utilities $€ 


found it very hard sledding Brooklyn} bs 
Edison was able to show a substantial in 
margin over dividends. The som) 
panying graph illustrates how rapidly! 
gross business has expanded and there 
is no doubt but that it will continue on 
a rapidly ascending scale. 

At present price of 118 the stock re- 
turns the investor 6.8%, which is a de- 7 
cidedly attractive yield for a stock in 7 
so strong a position. In addition to 
receiving a good return on his moncy 
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{ points above the 1922 low. No early the purchaser may look forward to 29 
increase in the dividend rate is antici- very material appreciation in the value . 
pated, but the present rate appears. of his principal as the company is un) 
very secure and is attractive for invest- doubtedly in a position to pay a high sf 

J WIDENDS PAI ment purposes. dividend rate and sooner or later this 

, will probably be done. Under present!) tie 
Brooklyn Edison market conditions Brooklyn Ediso id 

0 Brooklyn Edison is the selection of may react somewhat, offering a mort} do 

the writer as the most attractive of the favorable opportunity for its purchase, 10 
; io 
= tor 
Scr 
HOW BROOKLYN EDISON AND STANDARD MILLING ARE RATED he 
BROOKLYN EDISON STANDARD MILLING to 
Rating - : Rating prc 
Element Qualifications Rating No. Qualifications Rating No. 

CRD GRORRNEE ccccccccecesece Necessity of modern life............ Excellent....... 5 Eesential industry. ...........ese00. Excellent....... 5 nt 
CB) Past Maser. ...cccccccces Paid 8% for twenty years.......... Excellent....... 5 Large earning power demonstrated. ...Good.......... 4 yar 
(3) Future Possibilities....... Demand steadily increasing. ........ Excellent....... 5 Business growing... .....+...+-.+++s Excelient....... 5 t 
(4) Management ............ SREETEEED ccceeccecsceceacosess Excellent....... & Conservative ..... ct sececececcecees Excellent....... 5 ‘ e 
(5) Financial Strength........ PEED GUOEEE ccc ccccccccccccccescees MSO. ccccecees 4 Large working capital...........-.+ Excellent....... 5 lar 
(6) Earning Power.........++ ANCTEASING 2... ccc ccccccccvcccces cose Excellent 5 Tmereesieg 2c. ccccccccccccsccccccces Good. ..0cwccee 4 nt 
88 t 
Maximum Number of Points, 30. sto 
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THE BEST $8 DIVIDEND-PAYING STOCKS 
Price Range—, 
Peatestinnst Ww. E i t - 1 Presen 
Industrials— Bonds Preferred Common Capital’ “ 1919 1e50 1921 High a oO Price Yield 
Famous Players.......  ....-- $9,270, *206,834 shs. $10,828,222 $15.21 $20. $17.50 107 75% 4% 8.5% 
paeeeecee:. ohinan 6,500,000 $14,227,800 13,156,000 10.85 17.54 12.00 168 116 1560 «(6.8 
Standard Milling. ...... $3,958,000 6,488,000 7,481,942 8,406,271 27.50 fase toe is” 118 128 «66.2 
Public Utilities— 
Brooklyn Edison...... $1,826,000 «...... 28,099,200 9,000,000 13.10 9.58 15.96 124 100 lis 6.8% 
Consolidated Gas...... 45,000,000 3~=....... 100,000, 000 18,000,000 4.00 4.16 6.76 145 85 138 65.8% 
Detroit Edison......... 64,296,800 #323 «...... 28,012,700 1,962,972 9.67 7.49 10.21 118 100% lll 7.2% 
* No par value. tf Years ended August $31. % On present stock outstanding. 














but even at present levels it is selling 
well under its intrinsic value. 


Standard Milling 


Standard Milling is the stock se- 
lected as offering the best opportunity 
among the $8 payers from a speculative 
viewpoint. Under THe MAGAZINE oF 
Watt Street's rating system it is en- 
titled to 28 points out of a maximum 
of 30, so that in addition to having 
good speculative possibilities it also has 
merit as an investment. That the com- 
pany has a conservative and far-seeing 
management was demonstrated during 
the period of deflation when most mill- 
ing companies lost millions by being 
caught with high-priced inventories. 
Standard Milling naturally suffered 
some loss in its inventory account but 
it was of comparatively small propor- 
tions and the company was able to report 
a surplus in excess of dividend require- 
ments. 

In the past ten years earnings have 
averaged $19.32 per share and as the 
company only paid out an average of 
$6.70 per share in dividends it has put 
back into the property from earnings 
in these ten years the equivalent of 


$126 a share on the common stock. 
This is largely reflected in the balance 
sheet of the company in working cap- 
ital, which is $8,242,399, as compared 
with about 3 millions before the war. 
in addition, important improvements 
and additions have been made to the 
company’s properties. 

The company owns outright or 
through subsidiaries flour mills and 
warehouses at Minneapolis, Minn., Su- 
perior, Wisconsin, and Kansas City, 
Kansas; also the Hecker-Jones-Jewell 
milling properties in New York City. 
Total daily capacity is 38,000 barrels. 
The properties are well maintained and 
modern in every respect. A $2,000,000 
storage warehouse is being constructed 
in Jersey City. 

Capitalization consists of $3,958,000 
funded debt, $6,488,000 6% non-cumu- 
lative preferred stock and $7,431,942 
common stock. Profit and loss sur- 
plus as of August 31, 1922, stood at 
$10,559,675, equal to $142 a share on 
the common stock. As this is an earned 
surplus the company has every justifi- 
cation for distributing part of it to 
stockholders in the form of a stock 
dividend and it is anticipated that 


something along this line will be done 
in the current fiscal year of the com- 
pany. 

Earnings for the year ended August 
31, 1922, were rather disappointing, as 
only $8.34 per share was shown for the 
stock. The company had several un- 
favorable factors to contend with dur- 
ing this period, one of which was com- 
petition from Canadian mills. The sit- 
uation in this respect is much better 
at the present time and reliable reports 
are to the effect that in the current 
quarter the company is doing the larg- 
est business in its history and that the 
outlook is for a highly favorable show- 
ing in the current fiscal year. 

The stock at present price of 128 is 
up fifteen points from the year’s low 
and down 13 points from the year’s 
high of 141. Under favorable market 
conditions it would appear to be an ex- 
cellent purchase at this price. The 
stock has a very thin market, however, 
and if the down trend in the market 
continues a specialty such as this might 
have a sharp break. On any such re- 
action it would offer, in the writer’s 
opinion, an unusually attractive specu- 
lative opportunity. 


Overhauling Your Stock Holdings 


Suggestions to Investors Desirous of Improving Their 
Investment Position—Six Recommendations by Mem- 
bers of the Staff of The Magazine of Wall Street 


N the important upward swing of the 

stock market of the past year many 

inequalities in the advance of securi- 
ties are to be found. In some stocks the 
idvance was apparently very much over- 
done, whereas many sound securities did 
ot advance more than improved condi- 
tions would appear to warrant. Inves- 
tors will do well, therefore, to carefully 
scrutinize their holdings and switch from 
the stock whose advance would appear 
to have rather fully discounted any im- 
provement in the affairs of the company 
nto the stock of some other sound com- 
pany that has participated more moder- 
tely in the upward move. We are ap- 
arently in a declining market at the pres- 
ent time and other factors being equal 
it is good policy to switch into sound 
stocks that either give a higher return 
on the investment or give promise of do- 
‘or NOVEMBER 11, 1922 


ing so for the reason that there is always 
a certain demand for the latter from in- 
vestors which tends to stabilize the price 
and they show greater resistance to the 
downward trend. 

In this article six switches are recom- 
mended: Advance Rumely into Consoli- 
dated Textile, National Acme into Moth- 
er Lode Coalition, American Writing 
Paper preferred into Martin Parry, Brit- 
ish Empire Steel into Maxwell Motor B, 
General Baking into Standard Milling 
and Consolidated Gas into American 
Telephone & Telegraph. At the present 
time it is advisable to wait until the stock 
market becomes more stabilized before 
completing the switch. Sell out the se- 
curities you intend switching out of but 
do not be in any hurry to purchase the 
security selected. In other words, watch 





for an opportunity to make the purchase 
at lower levels. 





SELL Advance Rumely. 
BUY Consolidated Textile. 








Advance-Rumely is one of the most 
important of the harvesting machinery 
manufacturers and its products are well 
known throughout the country. In 1915, 
following a receivership, the company 
was reorganized and was able to operate 
on a profitable basis until 1921. In that 
year operations were on a very reduced 
scale and large losses in inventory ac- 
count were taken resulting in a deficit 
for the year, after preferred dividends 
of $2,525,596. As the company had built 
35 














up a large working capital this loss did 
not seriously weaken its financial struc- 
ture and bank loans are of very mod- 
erate proportions. In the current year, 
no inventory losses will have to be taken 
and operations are 30% greater than in 
1921. Competition in the harvesting ma- 
chinery field, however, is very keen at the 
present time largely due to the fact that 
Ford and other automobile companies 
have entered the farm-tractor field. This 
has resulted in a comparatively small mar- 
gin of profit and Advance Rumely will do 
well if it succeeds in covering its pre- 
ferred dividend this year. There is $12,- 
500,000 6% cumulative preferred stock 
which is paying 3% at the present time 
and on which 334% back dividends are 
due. Common stock issue is $13,750,000. 
In view of the increased competition this 
industry apparently faces in the future 
common dividends appear remote. 

Consolidated Textile selling at 11. is 
regarded as having better possibilities 
forenhancement in value than Advance- 
Rumely at 16. While no immediate re- 
sumption of dividends on Consolidated 
Textile stock is anticipated the company 
is in a stronger position than Advance- 
Rumely. The former company through 
loss in inventory reported a deficit of 
close to 1 million in 1921 and it is antici- 
pated that a small deficit will be shown 
in the current year largely because of the 
textile strike. At the present time, the 
mills are operating close to capacity, and 
the outlook is for avery satisfactory year 
in 1923. 





SELL National Acme 
BUY Mother Lode Coalition 








National Acme Co. manufactures auto- 
matic and auxiliary screw machines, auto- 
matic threading dies and taps, milled 
screws and nuts. Capitalization consists 
of $5,000,000 Ist mortgage bonds and $25,- 
000,000 stock, par $50. This company was 
recapitalized on a rather liberal basis 
during the period of war inflation and it 
is decidedly questionable if earnings un- 
der normal conditions will justify pres- 
ent capitalization. In 1921, there was a 
deficit of close to 4 millions of which 
about two thirds consisted of inventory 
loss. In the current year, the company’s 
earnings have been helped to some ex- 
tent through the manufacture of parts 
for radio machinery and automobiles and 
it is anticipated that fixed charges will 
be covered with a small balance to spare. 
Dividends on the common stock are ap- 
parently a long way off even should the 
company do fairly well from now on. 

A switch into Mother Lode Coali- 
tion is advisable for the latter stock 
gives a return on the investment and 
appears to have excellent possibilities 
of appreciating in value. Mother Lode 
Coalition copper property is located in 
the Copper River District of Alaska, ad- 
joining the Bonanza mine of the Kenne- 
cott Copper Corp. The company owns 
land for 8,000 feet in advance of pres- 
ent workings. Ore is very high grade, 
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average assay this year being 15.45% cop- 
per and 2.40 oz. silver. The company is 
one of the lowest-cost producers in the 
world making its copper for less than 
7 cents a pound at the present time. Ken- 
necott Copper Corp. which owns 45% of 
the stock and elects a majority of the di- 
rectors, has contracted to take 12,000 tons 
per month until 1929 of Mother Lode ore 
for treatment at its mill at cost. Capi- 
talization consists of 2,500,000 shares of 
no par value. On the basis of present 
production of about 25 million pounds 
a year earnings are at the rate of about 
70 cents a share, before deducting de- 
pletion, but company should be able to 
greatly increase this production in the 
future.—A. T. 





SELL American Writing Paper 
Preferred 


BUY Martin Parry 








American Writing Paper turns out 
nearly all grades of writing paper and is 
the largest factor in its field, producing 
about 25% of the total American output. 
Since the date of its incorporation only 
6% in all has been paid on the preferred 
stock which is a 7% cumulative and on 
which back dividends have accumulated 
to the amount of 152%. During the in- 
flation period the company showed fair- 
ly good earnings but a deficit of 2 millions 
in 1921 largely offset this. In 1919, a 
new management was installed, which cut 
down overhead costs, simplified the pro- 
duction system and introduced economies 
in operation which should show their in- 
fluence in the long run. Financial condi- 
tion of the company is fairly good but the 
company can well afford to use any sur- 
plus earnings in its business for some 
time to come and an early resumption 
of dividends on the preferred is not an- 
ticipated. 

Martin Parry selling at 28 and paying 
$2 per share per annum appears to be a 
much more attractive security. Capitali- 
zation is small consisting of only 100,000 
shares of stock of no par value, and as 
the company appears to have a very rap- 
idly growing business the outlook is 
bright for still larger dividend payments 














in the future. Martin Parry manufac- 
SIX STOCK “SWITCHES” 
Divi- Yield 
Price dend %) 
Advance Rumely... 16 <a vane 
nto 
Consolidated Textile 11 
National Acme..... 14 
Into 
Mother L. Coalition 10 0.50 5.00 
Am. W. Paper pfd.. 32 
Into 
Martin-Parry ..... 28 2 7.14 
British Empire Steel 12 
nto 
Maxwell Motor B.. 14 
General Baking.... 138 8 5.80 
Into 
Standard Milling... 128 8 6.25 
Consolidated Gas... 136 8 5.80 
Into 
American Telephone 122 9 7.48 




















tures principally commercial automobile 
bodies and it is by far the most impor- 
tant factor in this industry. In 1920, 
plans were completed for the manufac- 
ture of a standardized, engineered line 
of commercial bodies, built sectionally. 
The result has been to greatly reduce 
manufacturing and transportation costs 
and substantially increased the business 
of the company. It is estimated that the 
present $2 dividend will be earned two 
or three times over in the current year. 
From every practical viewpoint, there- 
fore, Martin-Parry stock seems much 
more attractive than Writing Paper 
Preferred.—F. 1) 





SELL British Empire Steel 
BUY Maxwell Motor B. 








THE 


British Empire Steel capitalization con- 
sists of about 31 millions in bonds and 
debenture stocks of subsidiary companies, 
6.8 millions first preferred B 7% cumu- 
lative stock, 57.3 millions 2nd preferred 
7% cumulative stock and 24.4 millions 
common stock. The corporation 
formed during the height of the inflation 
in the mining and steel industries fol- 
lowing the end of the war and its capi 
talization was on a very optimistic basis 
Under normal conditions this company 
will have to depend to a large degree on 
its export business as Canadian demands 
are not sufficient for its needs. In the ex- 
port market it will have very keen com- 
petition to meet from all indications. A 
careful examination of the past and pres- 
ent earning power indicates that it will 
be a number of before even the 
second preferred stock will receive divi- 
dends and the common is so far removed 
from dividend consideration that it is 
unattractive as a speculation. 

Maxwell Motor B stock selling only a 
few points higher would appear to hav« 
much more attractive possibilities. For 
1922, earnings are estimated at betwee: 
$1 and $2 a share on this stock and that 
is after allowing for the losses sustained 
by the Chalmers Co. which is being 
merged. The trouble with Maxwell in 
the past has been largely poor manage 
ment and there is every reason for be- 
lieving that this defect has been remedied 
W. P. Chrysler, Chairman of the board, 
is considered one of the most efficient 
executives in the automobile industry and 
since he has taken charge the- popularity 
of the car has increased markedly. Max- 
well is in good financial condition and 
with a good demand developed for the 
car should be able to hold its own in th 
industry. The B stock has declined 
from a high of 2574 to present price 
of 14 where it seems to offer a much 
better opportunity than British Em- 
pire Steel common.—H. M 
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SELL Consolidated Gas 
BUY American Telephone 





















The decision of the Supreme Court 
holding the 80 cent statutory rate to be 
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1920 
1919 brought about the return to Con- 
solidated Gas impounded funds amount 


ounscatory during the years and 


ing to nearly 13 millions. This, of course, 
was a highly favorable development for 
the company and earnings under present 
conditions are estimated to be at the rate 


of $15 per share per annum. At pres- 
ent price of 136, however, the stock is 
up" over fifty points from its 1922 low 
and would seem to have rather fully dis- 
uunted the improved position of the 
ompany. As an $8 dividend payer 


Consolidated Gas only yields 5.88% 


ing $9, yields 7.48%. By this 
switch the investor receives a much more 


making 


and has 
Tele- 
stable 
of 


attractive return on his money 


a sounder investment. American 


phone has shown a_ remarkably 


earning power over a long period 


years and has a definitely assured 


future, A Er 


very 





SELL General Baking 
BUY Standard Milling 

















tuture At 
the stock 


lihood faces a prosperous 


of 135, 
to be selling 


present price however, 


appears rather high as an 


$8 payer, especially as carnings in 1921, 
the last reported, were only equal to $10 
a share on the present common stock out 
Standard Mill- 


ing, selling at 128 and paying $8 a share, 


Standard Milling has ac- 


standing. A switch into 


is suggested 


large surplus and is im a 


stock 
The possibilities of this stock 


cumulated a 


position to declare a dividend at 


any time 








at present levels, whereas American General Baking makes the well-known te fully described in the article “The 
Telephone at present price of 122, pay- Bond Bread and the company in all like Best $8 Stocks” on page 34.—O. R. 
Industrial Oil Mining 


Dollars Earned Per 








| equal to 4.5% on common. 
§ Nine months ended September 30. 
a 18% stock dividend declared. 





b Mexican Petroleum stockholders can exchange stock for 2'4 shares 


Dollars Share in 1922 
Harned —— +tPresent 
| Industrials— per Share First Second Third Six Dividend Recent 
| , in 1921 Quar. uar. Quar. Months Rate Price 
| Allis-Chalmers ............. 4.07 def. 0.04 - 0.01 4 44 
2 | RRs def. sane es "20 0.17 13 
Air Reduction............. 4.11 def. 1.51 1.18 2.76 4 61 
Amer. La France Fire E... 1.45 0.38 0.42 wate 0.80 1 12 
| Amer. Druggists’ Syndicate. def. aia canal a 0.15 6 
| Amer. Hide & Leather _.. a def. def. def. 2.13 def. 71 
| Amer. Locomotive com..... *13.34 cia a on def. 6 127 
| Am, Steel Foundries........ 0.13 0.54 1.35 1.17 1.89 a3 45 
Butterick Coe....ccccs. . *5 .23 e000 meh sited 2.07 : 20 
Central Leather....... def. def. def. 0.44 def. 38 
Cluett, Peabody ... def. Bs ous 6.17 64 
"9 _ eee *3.29 1.58 4.17 4.57 5.75 4 77 
| Colorado *Puci = eee det. def. def. oae¢ def. 29 
| Consolidated Textile........ def. ll 
Corn Products com......... 9.21 3.47 3.36 3.71 6.83 6 129 
Endicott Johnson........... 10.79 sien as —o 5.55 5 7 
| Famous Players............ 19.01 6.36 6.54 12.90 8 95 
| General Motore........ cuieei def. sie Bey 1.33 14 
| 
Gulf States Steel........... def. 0.40 1.70 1.90 2.10 89 
tn coc cue cies 1.39 0.75 wa ss08 ee 1 21 
| Mack Truck com......... . def. def. 3.63 3.53 54 
| Lackawanna Steel ...... def. def. def. def. 80 
| Lee Rubber & Tire...... 0.06 0.92 ™ ine 2 26 
Midvale Steel ...... def. def. def. sone def def. 30 
SY MR vccccuceecene 1.09 0.72 1.58 1.23 2.30 2 39 
Pierce Arrow pfid.......... *def. def. def. def. def. 27 
| Remington Typewriter ..... def. esas ee 33 
| Republic Iron & Steel com.. def. def. 0.34 def. def. 50 
Stewart-Warner ........... 2.19 0.95 3.00 3.45 3.95 52 
| Stromberg Carburetor...... 1.08 0.40 2.56 ' 2.96 4 52 
| Studebaker com............. 16.10 6.49 11.52 7.19 18.01 10 127 
Be <« = eeeeoqsephans def. 0.37 0.81 es 1.18 80 
} 5 @ ™ _ Seppe 2.24 def. 0.96 0.98 0.88 5 105 
| WE Gaatentenencacee def, osée ston vee 0.04 38 
| Oils— 
| California Petroleum........ 11.45 2.64 3.77 6.41 53 
tf een *0.17 ick ’ 6.59 4 48 
General Asphalt. betdatcewnee def. def. def. 59 
i $0.4 2.16 1.00 3.16 82 
| Mexican Petroleum. . ee a a $44.06 b12 225 
| Middle States Oil.......... 4.15 0.77 0.7 ‘ 1.55 1.20 12 
— | eae ateecrpeetete 4.64 0.80 1.14 1.94 3.00 47 
| Pan-American A....... . 12.94 eee sees oeee b8 90 
Pierce Oil com...... def. def. 5 
|} Pure Oil ...... 2.57 0.74 2 28 
Sinclair Consol......... def. 4.18 2 33 
| Mining— 
American Smelting com..... def. , def. 56 
American Zinc pid......... def. 0.50 1.00 1.20 1.50 52 
i paamtedeienenees def. oa def. - ane 25 
International Nickel. def. def. 15 
| Nevada Consolidated. . def. aces def. 14 
Ray Consolidated...... ce sa def. é neat ; 13 
Wee Cappehe. cccccccscccccs def. 0.43 cove 2 62 


justments, etc 


Current Earnings—Dividends—Working Capital 


| Investors’ Indicator 


Yield on 
Recent 
Price Remarks— 
(%) 
9.1 Working capital, $24,000,000. 
, Deficit, 1921, $5,205,577. 
6.5 Working capital, $3,240,000. 
8.3 Working capital, $2,406,755. 
ae 1921 deficit, $883,568 
1921 deficit, $550,257. 
4.8 Six Months’ deficit, $1,841,780. 
6.6 Working caviar $13,125,5 582. 
‘ Workin 
1921 re rac ttK $11,651, ‘425. 
Working capital, $10,595,772. 
CB snenenesss050000ns0nesnses2 00800500 
1921 deficit, $2,731,172; ist 6 months, 
1922, deficit, $449,699. 
Six months’ deficit, | ematttite 12 
months’ deficit $757,058 
4.7 Working capital, about $35,000,000. 
5.7 Working capital, $19,000,000. 
8.4 Workin eter Ses $10,800,000. 
oF Deficit 680, 770, after de- 
Gucting $44, 40h, bee} inventory lose and 
special reserves. 
12 months’ deficit, §731, ye 
4 


ao 
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t Dividend rate given covers regular dividends on yearly basis. E xtra or stock dividends are indicated in footnotes. 


* After depreciation, taxes and inventory a 
t After deducting $1,084,642 for depletion of oil lands and not includi ing payments made by Kirby Lumber Co., which in 1920 were $1,171,875, 


of Pan-American B which receives 25% stock 


.8 Net current assets, $14,000,000. 

0 Earnings before depreciation or depletion. 
.4 Earnings after depreciation. 

8 Owns ©. 5% of Mex. Pet. com. and 


8 Working capital, $2,515 
: 12 months’ deficit, after preferred divi- 
dends, $1,009,688, 
12 months’ deficit, $3,884,877. Deficit 
Ist 6 months, 1922, $652,852. 
9 Working capital, $3,170,521. 
9 months’ deficit, $3,348,802. 
1 Working capital, $8,491,508. 
12 months’ deficit, —— 
9 months, 1922, $339.9 
lst 6 months earned cies on Ist pref. 
12 months’ deficit, $7,415,000. Deficit 
9 months, 1922, $764,376. 
Working capital, $6,000,000. 
Working capital, 
Working capi 30, 000, 000. 
12 mos. deficit $3,636, 
Working capital over 0, 000,000. 
12 months ‘deficit, $427,54 


Deficit 





Working capital, $2,650,000. 
2 Gasoline profits continue large. 
12 months’ deficit after preferred divi- 
dends, $1,115,372. 
Working capital, $4,350,000. 


75.2% pref. 
7 months’ deficit, $779,048. 
1 Working capital, $14,386,449. 
0 Netcurrent assets, $50,000,000. 12 months’ 
deficit after depreciation, $6,908,000. 


Six months’ deficit, $142,580. 
12 months’ yw mer $260,101. 
12 months’ deficit, $1, hy 204. 
12 months’ Stacie $1,042,745. 
12 months’ deficit, 1,870,337. 
12 months’ deficit, $1,698,818. 
2 12 months’ deficit, $2,068,109. 


dividend Dec. 11 

















or NOVEMBER 11, 1922 



























- BUILDING YOUR FUTURE INCOME - 


For the Man With. His First. Five Hundred Dollars 
































Bleak Pictures 


HE middle-aged man who never built up an invested surplus, 
who has reached the summit of his slender earning power, 
forced to explain to his children why their education, not yet finished, 
can never be completed. 
* * * 
7 young married man who laughed at savings plans and who 
now, like so many others, has lost his position—moodily 
tramping the streets in search not of something to keep his mind 
occupied but of the very means of subsistence for the little family 
that was to have been so happy. 
* * * 
HE widow who, as a wife, insisted that her husband spend all 
his means upon luxuries and diversion, and who is now suf- 
fering bitter consequences of her folly. Forced, not merely to cut 
down her living expenses, but to actually go out into the world, un- 
trained and inexperienced, to earn enough for food and shelter. 
** * 
7 little child, whose future was not provided for, brought up 
in comfort and seclusion, suddenly compelled to give over his 
youth, if not his health, in return for the means of keeping body 
and soul together. 


* * * 


LEAK pictures, these—bleak, ugly, sordid pictures. But 
such pictures as could be taken in snapshot form of typical 
cases to be found by the dozens in every small community, 

by the thousands—amillions, even, in the large ones. 


Pictures that urge a man to ask himself, ““What am I doing 
to prepare for the unexpected?” that warrant the wife’s asking 
her husband, “Are we reserving enough to protect us, in case 
things go wrong?” that even might justify the little child's ques- 
tion, “Daddy, will there be enough so | can wait until I grow 
up before I have to go to work?” 
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Don’t Fail to Read This True Story— 





3,274 % in Five Years! 


How Foresight and Energy Built Up a Competence 
By “A WOMAN” 


HE foundation of my business career 

was two one-hundred dollar ma- 

tured insurance policies. When I 
received the money, Husband said: “Buy 
Easter duds with it.” (It was nearing the 
Easter season.) Son said: “Go on a 
grand and glorious vacation, mother, and 
have a good time with it.” 

I ignored both suggestions and pro- 
eeded to put into operation an idea I 
had long entertained: Next to our home 
were two vacant lots, owned by a non- 
resident. They were neglected and an 
eyesore to the entire neighborhood. I 
purchased these at $100 each; this amount 
overing recording fees and all. A high 
yoard fence enclosed the lots, and I sold 
this to a wrecking company for $40, and 
the purchaser tore it down and hauled 
t away. 

With the $40, I hired the lots cleared 
»f all trash, had the trees and shrubbery 
rimmed, and planted and seeded the 
ront to blue grass and white clover. The 
rest of the land I planted in flowers and 
vegetables. 

I sold the vegetables to myself through- 
ut the season, realizing, in round fig- 
ires, $60 for them. I rented the tree- 
shaded and grassy plot afternoons for 
jicnics, lawn socials a- a purposes and 
ealized $22 in this + That made $82 
o my credit in the 

In the early fall, ding boom start- 
d in our addition, and I sold my two 
lots for $350, giving me a working capi- 
al of $432, or more than double my 
money since spring. I began to look 
ibout me for new-business. 


A Vacant Store 


A vacant store building caught my eye 
nd attention. Inside of twenty-four 
iours, I had rented it at $25 per month, 
ixtures included. I paid two months 
ent in advance and took a lease for two 
ears. My bank book showed a balance 
f $327.40, after I had paid my rent, 
leaned and calsomined and enameled the 
nterior of my shop. I promptly used 
very cent of my capital to lay in my 
tock, which consisted of such things as 
ire carried by the usual woman's ex- 
hange. In addition, I carried country 
roduce, and put up school lunches, pic- 
ic hampers, etc., and also had a five, ten 
nd twenty-five cent counter. 

I had a very good business from the 
eginning, and, after paying help and all 
xpenses, my books showed a profit of 
877.11 at the end of seven months. I 
hen sold out for $1,350 cash, as the work 
ok me too much away from home af- 
airs, 

My $877.11 profits, added to my $1,350 
ale price, gave me a working capital of 


$2,227.11, and made me begin to feel like 


teal capitalist. 
for NOVEMBER 11. 


a w. 
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My next venture was to purchase four 
hundred shares of a certain stock that 
was being boomed locally, paying fifty 
cents per share for it. I soon found out 
that it was rank “wild cat” and unloaded 
at once, losing $20 on the deal. Not much 
to lose, perhaps, but enough to start me 
thinking. 

However, the lure of the game was on, 
and through a good broker I purchased 
ten shares of a good and well-known in- 
dustrial at $112 per share. In six weeks 
I sold at $129 per share, clearing $170 on 
the deal, as I got in in time to collect a 
quarter’s dividends which paid interest 
and brokerage fees. 


Going Slow 


I was very much enthused with my sec- 
ond venture in the stock market, and I 
now had $2,377 to my account. I 
cided, however, to keep my head level, 
and not let a little success get the better 
of my judgment. For several weeks I 
did not find an opening that suited me. 
Finally, however, I saw an advertisement 
listing a sixty-acre farm for sale in an 
adjoining state. It was alluring, and I 
decided to investigate, as the price of 
$35 per acre fitted my pocketbook. A va- 
cation was declared, and an all-day trip 
by auto landed us on the ground at the 
door step of the most disreputable old 
house I’ve ever seen. The land, how- 
ever, was good and well drained, but 
needed clearing as it had been run down 
and uncared for for years. By noon of 
the next day, the place was mine and I 
still had a bank balance of over $250. 

The old house was furnished as the 
deceased owner had left it, and windows 
and doors were boarded up. With our 


de- 





cuinp kit we moved m and spent our en 
tire vacation raking, cigging, hoeing; 
and we scraped, scrubbed, shingled and 
painted every waking moment. 

It was the most profitable vacation we 
ever spent, and the happiest. The shrubs 
were a mass of bloom, and the old house 
and outbuildings fairly shone. 

We rented the pastures for four 
months at $16 per month, or $64, the 
farmer pasturing fourteen head. Next 
we rented the house, yard and outbuild- 
ings to a city man for $25 per month for 
seven months. This paid me $175. Added 
to the pasture income and deducting for 
repairs, I had $239 cash, and was the 
owner of 60 clean, profitable acres. I 
debated for some time as to whether I 
should move onto the farm, rent it or 
sell it. This problem was soon settled 
in a most happy manner: An offer of 
$5,000 cash and a parcel of 20 acres of 
unimproved land came to me through the 
mail, and I wired acceptance. 


Gilt-Edged Bonds 


One month ago, I sold my twenty acres 
still unimproved, untouched and un- 
looked at for $1,100 cash. This gave me 
a bank account of $6,548.56 (counting 
4% interest on $5,239 for one year). Six 
thousand has since gone into gilt-edged 
bonds recommended by a dependable pub- 
lication. The bonds pay 4%, are long 
time, safe, and the approximate yield is 
about 5.25%. Three hundred and forty- 
eight dollars and fifty-six cents I have 
set aside as a vacation fund for myself 
and family, and we shall spend our next 
vacation down in the “land of a million 
smiles.” The balance of my bank account, 
an even $200, I shall put to work again 
just as soon as I find something that in- 
terests me, and I usually find what I'm 
looking for. 


“Going Some” 


Two hundred insurance money turned 
into $6,548.56 in cash and gilt-edged se- 
curities in a period of less than five years 
is, in the vernacular, “going some.” Can 


you beat it, you other average women? 





This Is One, Mr. M. K. 


Editor, B. Y. F. I. Dept.: 
Early this year you conducted a 


contest on 
April published an article by “J. R. H.” as the prize winner. 


1922 


Milwaukee, Wis., October 7, 


Your Future Income” and during 
This article was very good. 


“Building 


It appears to me that in a contest of this kind many other good articles submitted would 


be of great interest and benefit to your readers if sume were published. 
regular reader of your publication, I have not seen any other articles published, 


Although I am a 
My belief 


is that many of your readers, as I, would appreciate the opportunity to read of the experiences 
and plans of others beside the winner of the contest.—M. K. 


E have published quite a few of 

the personal experience articles 

brought out in the prize contest 
referred to. Perhaps our failing to note 
that they were prize-contest articles ex- 
plains why Mr. M. K. has not recognized 
them as such. 

The accompanying article “3,274% in 
Five Years,” is one of these stories. We 
particularly commend it to the attention 
of our readers, as it seems to us to con- 
tain almost as much in the way of inspi- 


ration gpd suggestion a: did the prize- 


winning article. “A Woman” has cer- 
tainly demonstrated what can be done 
with a little money if the owner is wide- 
awake and on the alert for opportunities. 
Particularly interesting is the way in 
which she utilized investment securities 
as a means of keeping surplus funds 
working. 

For those who may wonder how any 
one person could possess as much energy 
as the author of this article displayed, it 
may be explained that she hails from 
Kansas. —— - 
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The Outlines of a 


HEN a man decides to build his 

own home, and thereby deliver 

himself from the major and mi- 
nor ills that beset rent-paying, he finds 
it comparatively easy to decide what type 
of house he wants, where it is to be lo- 
cated and what materials are to be used 
in its construction. 

But when it comes to arranging for the 
financing of the new home—there’s the 
rub! Too little is made of this over- 
whelmingly important side of the proposi- 
tion; most intending home-builders, when 
they finally confront it, are totally un- 
prepared to act wisely and expeditiously. 
They haven’t seen any text-books on the 
subject—although volumionus text-books 
might be written—and only after going 
through the actual process of financing a 
home do they begin to realize the ins and 
outs of the business. 

For the purpose of extending practical 
aid in this connection to the intending 
home-builders who see this page, it may be 
worth while to outline the important steps 
in a $10,000 program, i.e., to show as con- 
cisely as possible, and with as close re- 
gard for geographical price differences, 
how a $10,000 home might be financed and 
about what it would cost to maintain: 


The First Step 


The first step is to select your site. The 
second is to develop your architectural 
plans to conform with the site and the 
amount you are willing to pay for the 
building itself, viz., $10,000. 

Supposing that the site (the land itself) 
costs $2,000: The home-builder then has 
a proposition involving a $12,000 capital 
sum, in all. 

His next step is to secure a mortgage 
loan on the property complete. (That is, 
this will be the next step, unless the home- 
builder can, and wishes to, pay the out- 
right cost in the beginning. As most do 
not wish to proceed this way, preferring 
to maintain their cash resources, so far as 
possible, undiminished, let us assume that 
our home-builder is one of the majority, 
and prefers the mortgage route.) 

On a newly constructed home, costing 
$10,000, and a plot costing $2,000, it 
should not be difficult to secure 65% on 
Ist mortgage. Assuming the house and 
lot were held to be worth their cost to 
the builder ($12,000), a total of $7,800 
might then be obtained in this way. 

There would then remain $4,200 which 
the home-builder would have to put up 


How to Finance a Home 


$12,000 Proposition 


in cash, or else secure (in part) through 
a mortgage agreement. Again assuming 
the mortgage route to be preferred, 50% 
of this sum might be obtained via a sec- 
ond mortgage of $2,100. 

(Here it may be said that the intending 
home-builder need have no qualms or 
shiverings regarding the ways and means 
of securing this mortgage money. In the 
great majority of cases, the contractor 
will attend to all the technical details in 
this connection.) 


Interest Requirements 


The home-builder will then: have the 
following interest charges in prospect 
(subject to some variation, according to 
locality) the first year: 


6% on Ist mortgage of $7,S00..... . $468 
6% on 2nd mortgage of $2,100.... 126 
Ee ee re $e 


It is customary to have the 2nd mort- 
gage of a self-liquidating nature. That 
is, aside from the interest requirements, 
this mortgage must generally be reduced 
each year by a given amount. The proc- 
ess is known as “amortization.” Our 
home-builder will probably have to amor- 
tize his 2nd mortgage at the rate of about 
$300 a year. 

This sum will have to be added to in- 
terest charges in determining mainte- 
nance costs. 

Now, in order to maintain a home of 
his own, the homebuilder will have to 
undertake to meet certain charges that 
he would not have to meet as a rent- 
payer. They are: Taxes, insurance, wa- 
ter, fuel and repairs. Basing our figures 
on actual experience, and endeavoring not 


to understate, we estimate these charges 
as follows: 
nee oe $150 
EY oc-c08060 30 
_ eee oni 10 
Coal (10 tons at $14 140 
NONE cine acs ssp a 40 


“L ss of Interest” 


In addition to the actual disbursements 
a home-builder has to make, it is cus- 
tomary to charge off 6% interest on his 
principal outlay. Thus, our home-builder 
had to lay out $2,100 in cash to build 
his home, and, according to the rule, 6% 
of that sum, or $126 a year, should be 
charged to maintenance. Why? On the 
theory that, if the $2,100 had not been 
utilized in building a home, it would have 





been available for investment, and could 
and would have been invested at 6% in- 
terest. To those who have studied both 
human nature and the investment world, 
this rule may seem to take a few things 
for granted. However, if only to be 
agreeable about it, let us concede this to 
be a home-building obligation. 

For the first year, then, our home- 
builder would have to make the following 
payments: 


Interest on Ist mortgage . $468 
Interest on 2nd mortgage... 126 
Amortization 2nd mortgage... 300 
, er 150 
PERERES occccccecesssseees 30 
THT ccoues 10 
OS Ser reer snr 140 
DEE onnndnd ne pK0006 cate eeesEs 40 
Bee GE HOPE. cc vcccccccccscsee 126 

(0 ee ee $1,390 


But it is obvious that costs will not re- 
main at this level. On account of the 
amortization clause in the 2nd mortgage, 
the principal sum of that mortgage is 
constantly being reduced, and the neces- 
sary 2nd-mortgage interest is likewise 
always declining. Worked out for the 
life of the 2nd mortgage (which will be 
discharged in 7 years) it develops that 
the first year’s interest on the 2nd mort- 
gage will be $126, and the first year’s 
amortization charge $300, or a total of 
$426; while the seventh year’s interest 
will be $18, the amortization charge $300, 
or a total of $318. Averaged for the pe- 
riod, it is found that the 2nd mortgage 
requires $372 a year, for interest and 
amortization. 


The Ultimate Cost 


All the other elements in our carry- 
ing charges are constants. Therefore, if 
we substitute this average of $372 for the 
figures on 2nd mortgage interest and 
2nd mortgage amortization, as shown in 
the above table, we can determine tlie 
exact average yearly cost of carrying this 
$10,000 home while the 2nd mortgage is 
extant.... Doing this, we find our aver- 
age cost for the seven years to be $1,336, 
or a total of $111.33 per month. Know- 
ing what sort of apartment you can. have 
in New York City (for example) for 
$113 monthly, and how much more room, 
more freedom and more fresh air you 
can have in a $10,000 house in the sub- 
urbs, this carrying cost of $111.33 a 
month seems very enticing. 

After the seventh year, of course, the 
cost becomes more enticing than ever. 
For then the 2nd mortgage has disap- 
peared, and carrying charges decline $372 
a year, or $31 per month, bringing down 
the monthly cost to $80.33, which, in 
truth, is magnificently little! 
































SAVE YOUR MONEY AND THRIVE 


OR PAY THE PRICE Iw POVERTY 
AND DISGRACE. 
— ANDREW JACKSON 




































THE LITTLE DIFFERENCE BETWEEN 
WHAT YOU EARN ANDO WHAT YOU 
SPEND 15 POWER --- IT OFTEN 
MEASURES THE DISTANCE BETWEEN © 
SUCCESS AND FAILURE. 

~ O.3. MARDEN 


ARE YOU ABLE TO SAVE MONEY 2 
W MOT, OROP OUT. YOU WILL LOSE 
JAMES J. HILL. 
















THRIFT REQUIRES THAT MOWEY BE VIED 
AND ROT ABUSED THAT IT SHOULO BE 
HOWESTLY EARNED AND ECONOMICALLY 


EMPLOYED sayuet SMILES 
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This is the seventh article to be published 
here of an educational series on finance and 
investment. 


VERY definite, and not unneeded, 
warning was contained in our last 
chapter against the practice of 
earching for a “sure thing” in the in- 
estment world. If the wording of that 
yarning—perhaps a little more emphatic 
han the occasion demanded—has not 
lriven all interest in investing out of the 
nds of our readers, we may take up 


the next most important principle in 
entific investing—the element of time- 
liness. 


At a given time, a man may put his 
surplus into a security of the very 
highest type, representing a company 
having a most enviable record and one 
of the most stable industries in the 
world. And yet, if the purchase is not 
“timely” in the sense of being justi- 
fied by prevailing investment condi- 
tions, more often than not it will result 
in a substantial loss. 


The Investment Clock 


So important a subject is this element 
timeliness that the best economic 
brains in the world have made a special 
dy of it, striving, so to speak, to 
ndardize investment time, and thus en- 
e their followers to avoid being either 
early or too late in their investment 
nd business commitments. 
In the process, the 
ced the rise and fall of prices back to 
earliest periods of which there ar« 
ords, measuring the length of time be- 
en each change in the trend, compar- 
it with the time between earlier and 
later changes. The result has been to 
prove beyond question the profound wis- 
lom of the biblical forecast, “seven lean 
irs and seven years of plenty” 
t is, which are opposite in their effects, 
which follow each other in never- 
ending succession, and always in the same 
lative order. 


economists have 


cycles, 


[he financial economists have carried 
thought into greater detail than was 
e by the ancient prophets. They have 
covered that there are not only the 
main periods of “plenty” and “lean 
times,” but that there are also intersect- 
ing periods, separating these two from 


each other. Thus, they do not find that 
business despondency immediately fol- 
S lows a boom. They find that, after the 
boom has ended, there will be a period 

















of dulness in which the economic system 
moves neither up nor down; after that 
there will come a period of reaction, lead- 
ing directly into severe weakness; then, 
when the weakness (falling prices, de- 
ing production, declining wages) has 
its course, there will be another pe- 
riod of dulness. At this point, faint signs 
of improvement are noted here and there, 

ttered over the economic world. This 
improvement, incidentally, will generally 
occur first in the industries which had 
en the first to decline. The world will 
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A Cardinal Investment Principle 
The Element of “Timeliness” 














pick up courage at these 
signs, confidence will in- 
crease, and there will de- 
velop a period of growing 
activity. With 
force, this activity will ul- 
timately the 


increasing 


re-develop 








boom, which existed when 


our now-complete cyck 


started to function 





An effort to picture 
this cyclical movement is 
shown elsewhere on _ th 
right 
Interpreted 
From the foregoing, it 
must be obvious how im 
portant the clement of 
time will be in the mak- | 


ing of a wise investment 
It can be seen that a pe 


riod of growing limita- 
tions on money supply, 
over-hurried production, 
excessive wages and i 


flated commodity prices 


way 











Stay long of money 
but watch for end of 
movement 


Buy long-term bonds and 4 and volatile securities, 
oe omy mars stocks 


JHE INVESTMENT “CLOCK 





invest new funds in 
high- grade stocks 


Sell long-term bonds 


buy short-term bonds,or 
“golong of money” 














a boom period, in other hel 
words—will not be th 
best time for purchasing, say, long-term 


j 


be fore such bonds can ma 


xt phase 


bonds. For, 
ture l 


(generally speaking) the ne 


the economic cycle will have been in 
troduced, prices will begin to fall general 
(Please turn to page 8) 





The Earmarks of a Swindling Circular 
Four Tests to Apply to Pamphlets 


That 


MAN can protect his home from 
burglars, his bank-roll from pick 
pockets, his motor car from auto 
thieves, his wife from assault and lis 


children from kidnappers. He can string 
electric alarms through his home, for the 
first, put his roll in the bank, for the 
second, buy a lock for his car for the 
third, and hire a bodyguard for his 
and children for the fourth and fifth 

But there is still a the 
and the fakers and the highway men can 


wii 


way swindlers 


worm into this man’s presence and ac- 
complish their ends. In the jargon, what's 
more, it’s an “elegant” way—frequently 


the most productive of them all. 

The reference is to the U. S. mails 
The swindling circular—the little, attrac- 
tive slip of paper, or the massive, leather- 
bound volume—secemingly so harmless, so 


helpful and well-intentioned—this is now 
the burglar’s jimmy par excellence, the 
blackjack de luxe It cloaks the gut 


glings of the falsifier and the swindler 
and the pest with the same dignity set 
apart for dividend checks and _ letters 
from your lawyer. It into your 
home and lands on your breakfast table 
as speedily and precisely and surely as 
the newsy letters from your friends 
Where honest men will wait otttside-yotr 
office and plead with your secretary for 


sails 


Come Through 


Mail 


talk, the 
will force your attention before you be 
gin the day. You dare not leave the en 
velope containing it unopened 

And, often enough to keep the swin 
dlers in food and clothing, these circulars 
will prove so artfully written, so perfect 
ly prepared, that you will fall for thei: 
lure, become an easy prey to their guile 


the 


a moment's swindling circular 


ful promise 

How the swindling circular—this 
wrecker of income-building campaigns 
and modest fortunes—be identified? How 
can a man tell the difference between a 
fake—and the real thing? Here, surely, 
are worth-while questions: For by no 
means everything that through 
your mails represents a dishonest enter- 
prise. Frequently, a real opportunity will 
be lost if all but personal letters are torn 
up and thrown away unread. 


can 


comes 


Aren't there certain outstanding char 
acteristics common to all the 
Isn't there some way a man can judge, 
at a glance, of what is good and what is 
bad? 


swindlers ? 


The Earmarks 


With circular-writing a profession em- 
ploying thousands of men and women of 
unquestioned intelligence and often of 


very fine education, with the abilities of 
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sume of vur wiliest and cleverest minds 
concentrating upon the problem of “sell- 
ing by mail,” it is not easy to identify 
the swindling brand. Were a set of rules 
to be loosely laid down here, for ex- 
ample, a clever swindler might seize upon 
them and prepare copy to conform with 
them. Then, he might reprint the rules, 
send them along with his circular and 
say, “See—our circulars conform with 
these stringent rules; hence, our proposi- 
tion must be O. K.” The business of de- 
scribing the earmarks of swindling cir- 
culars, or even just attempting to segre- 
gate them, offers many other similar pit- 
falls. 
This much can be said: 


(1) Watch the Interest Rate Promised 


Few, if any, stock promoters will waste 
time and money offering a security which 
will pay only a reasonable rate of inter- 
est. What good would it do them? They 
know that to interest investors, today or 
any other day, they must offer something 
big—to pay 25%, or 35% or, even better, 
100% on the investment! Knowing that 
the swindler must make such an unusual 
appeal in order to get business, treat with 
extreme caution, then, any opportunity, 
brought to your attention by mail, which 
offers you much more than you could ob- 
tain in the way of interest from existing 
securities. 

It is to secure a bigger return, commen- 
surate with money invested, that men go 
into active business. As active business 
men, they won't borrow money from the 
public (even by means of stock selling) 
at any higher rate than they can avoid. 
Any firm that promises to pay much more 
than any established and successful con- 
cerns are paying is courting trouble—or 
is merely out to sell stock. 

This rule—like any rule—cannot be 
applied indiscriminately. But it has a 
high content of common sense. 


(2) Watch the Phraseology 


After you have studied financial litera- 
ture for a while, you won't need any help 
in detecting differences in the manner of 
writing and choice of words as between 
a substantial proposition and an unsound 
one. The differences are almost always 
there. The unsound proposition runs to 
superlatives, racy English, intimate per- 
sonal suggestion. It opens, “How would 
you like to be the richest man in your 
community this time next year?” and 
then, before you can recover from the 
throbbing thought, it fairly shrieks the 
wonders of the scheme it is promoting. 
The substantial proposition sticks to its 
last. It analyzes the proposition under 
review coldly, calmly and _straightfor- 
wardly, tells you who the officers are, 
what the existing resources are—and then 
quits! 

Here’s a good way to put it: Give every 
circularized proposition that comes to 
your breakfast table a chance to rate 
100%. Deduct 10% for every “dear- 
friend” clause, and 10% each for every 
“think of the colossal profits that were 
made in Standard Oil (or U. S. Steel, 
or Gillette Safey Razor)”~-every “oppor- 
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tunity of a lifetime” clause. And throw 
into the waste basket any proposition 
which, on this basis, fails to rate at least 


90% ! 
(3) Look for Financial Statements 


Income accounts and balance sheets. 
And if you don’t find them, or substi- 
tutes for them, throw the circular away. 
If you do find such statements, note 
whether they have been audited by a rep- 
utable organizatien, or sworn to by a 
reputable individual. If they have not— 
if there is no satisfactory assurance of 
their accuracy, throw the stuff away. 

Fake promoters are not given to re- 
vealing past history of a concern, espe- 
cially if that history has been bad (and 
it generally has). Or, they aren't given 
to revealing what their “expected” sources 
of income are. Or, they don’t like to 
admit just what the capitalization will 
be, or how much they’re going to value 
their “plant” (probably desk-room in a 
mail-order house) at. For these, and 
many other reasons, they will either leave 
financial statements out altogether, or 
else insert such padded monstrosities as 
no reputable accountant would O. K. 

Thinking it over, this seems a particu- 
larly good “earmark” to look for. 


(4) Beware of “Safe Distance” Under- 
takings 


The reference is to oil promotions with 
“head offices at Fort Worth, Texas,” or 
the safe distance of 3,000 odd miles 
away; or gold mines with offices in 
Africa, or llama farms with headquarters 
in the Andes—equally safe. 

It is obvious that the mere location of 
an office—headquarters in a large me- 
tropolis—is no guarantee of the standing 
and integrity of a business concern. But 
it is equally obvious that a corporation 
having any such rosy prospects as the 
unsound promotion is claimed to have 


_ 





would be able to sell any capitalization 
it offered within a few miles of its prop- 
erty or plant, and that when it goes after 
investors thousands of miles away, it 
merely wastes time, energy and expense 





Think of the thriving city of Tulsa, Okla-f 





homa, for example—the magic city, which 
became a near-metropolis, at least, almos 
over-night. Perhaps not so much now— 
but a few months ago it was peopled 
with moneyed agents, who were running 
around, literally, with their tongues hang- 
ing out in frantic search of productive 
oil properties, for which they were read) 
to pay the price. Imagine yourself a 
property owner in Oklahoma, who has 
discovered oil on his land. With all these 
agents a few miles away, in Tulsa, fair- 
ly ready to mob you for your property 
would you go to all the trouble and ex 
pense and delay of forming a corpora 
tion and selling shares to Eastern inves 
tors in order to exploit your wealth’ 
Certainly not. 
East with a stock-selling campaign if you 
couldn’t sell your stuff, or your oil, or 
your gold, or raise money on it on th 












You would only go to the 





ground, wouldn't you? 

The foregoing, to be sure, does not ap 
ply in all cases. No rule applies in al 
cases. 
more money for development purposes 
than local capital can provide. That is 
where the corporation and stock-selling 
idea enters in, legitimately and justi- 
fiably. , 

But such times occur infrequently 
enough to be noteworthy. And when they 
do occur, nine times out of ten the cor- 
poration will see to it that its official] 
headquarters is within reach of the bank- 
ers, if not the stockholders as well. ‘ 





There are four earmarks of a swindling 
circular. They're a bit general, but not 
entirely abstruse. Perhaps Income Build- 
ers can think of some more worth bring- 
ing out here? 





How Should a Salaried Man Invest? — 


What the $3,500-a-Year-Man 
Ought to Do With His Savings 


VERYTHING depends upon how 
large his salary is, and how it com- 
pares with his living expenses. 

But let us take a typical case, and argue 
from that: Let us suppose our subject 
is earning at the rate of $3,500 a year, 
against living expenses of $2,300. (In 
living expenses, life insurance is included, 
being held to be a first charge on a 
man’s income.) There would then re- 
main $1,200 a year for investment. 

With only $1,200 a year surplus to put 
into investments, what should these in- 
vestments be? Obviously, they cannot 
justifiably be very risky mediums. A man 
who can only put aside $1,200 a year can- 
not afford to take many chances with it. 
On the other hand, some slight risk can 
be taken, in order to secure a reasonably 
high income return. With these condi- 
tions in mind, we suggest that the $1,200 
annually be invested as follows: 


THE 


Let the savings bank be the receptacle 
for $100 a month until savings reach $5009 
Keep this $500 as a nest-egg against cony 
tingencies. It is just about enough i@ 


Sometimes a property will need § 
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cover any contingency that might nor? 
mally be expected to arise. It is de 
sirable, nearly essential, to have such 3 
nest-egg, so that nothing which may hap 
pen will be liable to interfere with thé 
rest of your investment program. 
collect this sum, at the rate you are sav 
ing, will take five months. 

Let subsequent monthly savings accu 
mulate until there is $200 available. Thi 
will take two months. Take the $200 an 
with it buy $200 worth of mortgag 
bonds as issued by reputable concerns ¢ 
long standing. These will yield froa 


5’Y%% to 6%% 
The next $200—two months later 


might well be invested in U. S. Goveigj 
ment bonds. Your bank will show y 
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how to secure them. They will yield you 
about 4%. 

Wait, then, until your new savings 
reach $300, which will be three months 
later, or just one year after your cam- 
paign began. If conditions are “right”— 
and they generally will be for such a con- 
servative program as you are following 
~this sum might be placed in corpora- 
tion bonds such as are available in $100 
pieces. Suppose conditions are right, and 
that you purchase three Philadelphia Co. 
6s of 1944. At present prices, these will 
yield you about 5.88%. 

At the end of the year, then, your in- 
vestment campaign would show $1,200 
invested in a Savings Account, Mortgage 
Bonds, Government Bonds and a small 
block of bonds in a famous Public Utility. 

In the next year, it would not be neces- 
sary to divert $500 to savings account. This 
sum, then, might well be invested in gilt- 
elged corporation bonds, of fair income 
yield. The 5s of 1946 of the American 
Telephone & Telegraph Co. are available 
Supposing the 
current price prevailed at the time you 
were ready to invest, they would yield 
you 5%. 

Seventeen months after beginning your 
campaign, then, you will have invested 
$1,700, all in securities of the highest 
grade. At this point, you might deviate 
a little from the straight and narrow path 
oi gilt-edged bonds, and dip into pre- 
ferred stocks. This group comprises 
many securities just as good as bonds, 
and just now they are available at com- 
paratively high yields. 

If you followed such an investment 
plan as this for five years, you would 
have at the end of the period well over 
$6,000 invested in rock-ribbed securities. 
That sum would be returning you an aver- 
age of, say, 4.50%, or about $270 a year. 

Unless you have a particular use for 
this $6,000 (and try not to have) the 
thing to do is to continue with your cam- 
paign, turning interest into principal by 
sending your interest checks to the sav- 
ings bank, keeping up the plan of grad- 
ually picking up small lots of a diversi- 
fied list of securities. 

What will such a plan do, in a 5-year 
period, for a man earning $3,500 a year? 
\\ell, among other things: 

(1) It will give him an insurance fund, 
ejual to well over a year and a half’s 
pey, capable of carrying him, at his pres- 


Heit scale of living, for over two years, 


should an untoward event deprive him of 
hi. position. Those who have seen their 
h mes, their most prized possessions sac- 
riiced to make up for the lack of just 
such a backlog as this will testify whether 
or not such a sum is worth while collect- 
Ing. 

2) It will be the means of purchas- 
inz a country home of your own—and as 
has been shown in many previous ar- 
ticles, such a move can be made the 
means of reducing living expenses and 
in reasing investment power. 

3) It will be collateral on which a 
needed loan could be quickly borrowed, 
in case of trouble or of opportunity. 

. (4) It would send a son through col- 
ege. 
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Points for Income Builders 


More About “Collateral Trust” Bonds— 
Sinking Funds and Callable Securities 


HE security be- 
hind the ordi- 
nary bond is 
generally physical 
property of some 
sort. Thus, a bond 
will most often he 
Mi issued against (or 
——— 2 “having as its se- 
curity”) a railroad right of way, or a 
paper company’s mill, or an industrial 
company’s entire land holdings and plant. 
In some cases, however, a bond will 
not have actual physical property imme- 
diately back of it and as its security. 
Instead, it will have “tokens of proper- 
ty” in the shape of the securities of 
some going concern. These securities 
may represent the same company as the 
one issuing the bond; or they may repre- 
sent subsidiaries of it; or, finally, they may 
represent an entirely separate company. 
More frequently, perhaps, the latter will 
be true. But in early railroad days, the 
securities of subsidiaries generally com- 
posed the collateral. That was when a 
separate subsidiary company had to be 
organized in each separate state in which 
the road operated; when these sub- 
sidiaries had difficulty selling their own 
securities direct to the public; and when 
the parent concern took those securities 
itself and issued “collateral trust bonds” 
against them, in that way securing the 
funds needed. 
The securities forming the collateral 
trust need not be bonds. They may be 


stocks. Or they may be a mixture of 
the two. Not infrequently they are 
stocks. Furthermore, it does not neces- 


sarily follow that the original collateral 
securities will continue permanently in 
the trust. The trust may provide for 
shifts in the underlying collateral—that 
is, may permit exchanging securities 
originally held for other securities which 
the trust officials deem more desirable. 

Reviewing the foregoing, it is easy to 
see why collateral trust bonds, as com- 
pared with other types of bonds, and as 
@ group, are distinctly speculative. In 
the first place, the trust deed may pro- 
vide (as explained) for exchanges and 
substitutions in the underlying collateral, 
rendering the safety element therein sub- 
ject to individual whims and fancies. 
Secondly, the collateral itself may rep- 
resent concerns not securely situated 
(in which case the collateral trust bond 
itself will be correspondingly shaky). 
In the third place, the obligations of the 
issuing corporation, in event of the col- 
lateral’s collapse, may not be fully de- 
fined, or fully binding. 

These things being so, it behooves the 
intending purchasers of collateral trust 
bonds to examine with great care the 
terms of the trust deed, the responsibil- 
ity of the corporations represented. in 
it, and the obligations of the issuing 
corporation. In other words, bonds of 
this type are only as good as the col- 


lateral behind them and the trust deed 
providing for that collateral. 

Of course, the factors that make such 
securities speculative also invest them 
with unusual profit possibilities. A well- 
chosen collateral trust bond may well 
prove exceedingly desirable. 


Sinking Fund 

Occasionally it is desirable to give a 
corporation security something more 
than legal rights in the event of re- 
ceivership. This may be because the cor- 
poration itself is not in a particularly 
strong position; or it may be merely to 
give the security special attractions. In 
such cases, it is. sometimes the policy to 
establish a central fund; to arrange to 
add to that fund a certain proportion of 
earnings, or a certain fixed sum to be 
taken out of earnings, every so often; 
the fund to become large enough, ulti- 
mately, to meet the whole obligation 
which the given security represents, and 
to be for the sole and specific purpose 
of meeting that obligation. When this 
policy is followed, the fund so set aside 
is known as a “sinking fund.” It is just 
such a fund as a person would be build- 
ing up were he a debtor in the sum of 
$5,000, and were he to deposit $1,000 a 
year in the savings bank for five years 
for the purpose of meeting that debt. 


Tips 
Bunk. 
Callable Securities 
Bonds, as well as preferred stocks, 


frequently are issued with a “callable” 
feature attached, which feature gives the 
issuing corporation the right to buy in 
the security, in whole or in part, at a 
given price, and after reasonable notice, 
at any time it sees fit. 

A corporation will have one of two 
reasons for “calling” a callable security: 
Either it will merely be intent upon re- 
ducing its outstanding capital obliga- 
tions; or else it will be intent upon pav- 
ing the way for some new financing. 

Investors need to keep particularly 
close watch on securities which are call- 
able. Interest ceases on a bond that has 
been called, of course; and unless the 
holder immediately turns it in, he loses 
a certain amount of interest on the 
amount of money represented. 


Rights 

An income builder who happens to be 
a rather large investor called the atten- 
tion of this department a while ago to 
the difficulty sometimes encountered in 
keeping track of “rights” when offered 
shareholders. One way around this dif- 
ficulty is to put your securities in a spe- 
cial account such as some of the large 
trust companies operate. In this case, the 
trust © keeps you advised of all 
events. affecting your holdings, such as 
offerings.of “rights,” calling of bonds, 
etc., and removes. the danger of your los- 

ing a possible profit 
4) 














NCREAS- 
u ING inter- 
est in the 
stocks of ex- 
press com- 
panies has been 
fostered by the 








recent state- 

ment that di- 

rectors of 

Wells Fargo 

—— - Express Co., 

The — mone :-of the big 
three express 

companies, was about to liquidate. Indi- 


cations also seem to point to favorable 
action being taken by the board of direc- 
tors of Adams Express Co. toward plac- 
ing the capital stock on a dividend basis 
within the near future. All of this has 
brought greater activity and advancing 
prices for stocks of the three companies 
comprising the American Railway Ex- 
press Co. 

It will be remembered that incident 
to the taking over of the railroads by 
the Government shortly after this coun- 
try entered the war, the three large 
express companies, American Express 
Co., Adams Express Co. and Wells 
Fargo Express Co., merged their prop- 
erties into the present American Rail- 
way Express Co., each company taking 
in exchange the stock of the operating 
company. As it worked out, each of 
the three companies received, roughly, 
about one-third of the outstanding stock. 

Interest in the stock market centers 
chiefly on American Express Co. and 
Adams Express Co., and an analysis 
of their situation and outlook is given 
together with a brief résumé touching on 
the affairs of Wells Fargo. 

The three large companies compris- 
ing the present American Railway Ex- 
press Co. have virtually been reduced 
to the status of holding companies, de- 
riving their earnings in large part from 
dividends on securities held. When the 
companies were merged they retained 
their outside interests so that American 
Express Co. still controls what was at 
one time a very profitable banking 
business. It has numerous branches in 
Europe and does.a large foreign bank- 
ing business which is .at. present poor 
but which appears t@ haye,great pos- 
sibilities for . growth in..dhe future. 
Adams Express Co..only recently an- 
nounced a system. of.trangpofting val- 
unbles in local tertitory thtongh mneans 
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of automobiles, but this is only a minor 
factor in its affairs as yet. 

Depending, therefore, to a great ex- 
tent for their income upon earnings re- 
ceived in the form of dividends from 
American Railway Express Co., an an- 
alysis of the affairs of the holding com- 
panies would not be complete without 
a review of what the operating com- 
pany is doing. The operating company 
now pays 6% annually in dividends on 
the $34,642,000 capital stock and earn- 
ings statement for six months ended 
June 30, 1922, indicates that about 9% 
will be earned. This is a fair margin 
for a public utility in a generally poor 
year and should make the dividend on 
the stock entirely safe. 

An interesting feature of the earnings 
of the operating company is that even 
though gross revenues for six months 
of this year decreased about $15,668,- 
000, net income for dividends, including 
miscellaneous revenue, showed little de- 
cline from the same period of last year. 
The statement of earnings shown gives 
net for dividends for six months to 
June 30 last equal to $4.34 a share on 
the stock. Earnings during the last 
half of this year should be slightly bet- 
ter than those of the first half so that 
at least $9 a share on the stock seems 
assured. 


OF AMERICAN RAILWAY 
EXPRESS CO. 


(For six months ended June 30) 


EARNINGS 


1921 1922 
Gross revenues... ...$149,695,851 $134,027, 470 
Total oper. rev..... 98,400,164 77,898,174 
Oper. expense ..... 96,682,687 76,202,963 
Net oper. rev...... 1,717,476 1,695,210 


It is interesting to note that oper- 
ating expenses declined more than $20,- 
000,000, though gross is off only $15,- 
000,000. Net ¢arnipngs would have been 


in 


Outlook For the Express Companie; 


Are Present High Prices of Securities Justified? 


much greater had it not been for i 
creased tax payments and higher ren 
als paid the railroads for express pri 
ileges. 

The operating company was orga 
ized in 1918 and was sponsored by tt 
Government as being the solution 





having too many companies, where 


one could operate more economicall 
The property valuations given wer 
conservative and there seems to be 1 
why the company cannot 
least earn the 6% dividend requir 
ments on the stock. It seems onl 
reasonable to expect that the compar 
will be allowed to charge rates whi 
will assure the dividend. While tl 
inauguration of the Parcels Post as 
part of Post Office operations natur: 
ly cut in on revenues of express con 
panies, there are certain classes 
business which will continue to go t 
the private companies. Just what ¢ 
fect the parceis post system will hai 
on earnings of express companies h 
been fairly well demonstrated by no 
having been in effect for several year 
Another favorable factor in the si 
uation is the signing of contracts | 
railroads for continuation of expres 
service. It had been feared that mar 
roads would not continue contrac 


treason 


ohm cae 


making other arrangements for expres} 


facilities 
last month of a determination to brea 
away, the situation is clarified for t! 
time being. The accompanying tab! 
will show holdings of the three con 
panies in the stock of American Ra 
way Express Co. 


Divs. { 


but as no notice was give 





Holdings in 
Amer. Ry. Dividends on ow 
Express stock received stock 
\dams Exp..$11,904,300 $714,258 Not 
Amer. Exp....12,271,000 736,260 $1,440! 
Wells-Fargo.. 10,466,700 628,002 1,198 





American Express Co. 
Profits from Banking Business 


N marked contrast to Adams Express 

Co., American Express Co. does a 

large and iniportant business as an 
operating company handling an inter- 
national banking and forwarding busi- 
ness which in the past has been ex- 
tremely profitable. There has been 
talk on and off of a possible segrega- 
tion of the profitable banking business 
from its express interests. While it 
seems possible that in the future some 
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such action may be taken, there seet 
to be nothing immediate to look f 
ward to. Other than the possibilitit 
to be derived from a stock distributid 


tae. 


to be made to shareholders in the forgy 
of securities in a new banking com 


pany, there seems to be no urgent re 
son for segregating the different 2 
tivities. As an $8 stock, the present # 
sue traded in on the New York Stot 


Exchange is entitled to a high ratin 
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ut recent advance to above 160 seems 


to be predicated on a possible distribu- 
tion rather than the dividend. Certain- 
ly, from an analysis of the income ac- 
count the past few years, there seems 
to be no reason to look for an increase 


1 the dividend rate. Owing chiefly to 


poor state of European business, Amer- 


an Express last year failed to earn 
ividend requirements but this year is 
nderstood to be doing so. 

The company receives about $736,000 
rom holdings of American Railway 
xpress Co. stock so that half of divi- 


dend requirements at the present $8 
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nnual rate comes from this source. 
Vhile last year was a relatively poor 





one, earnings from banking and allied 
business are subject to general condi- 
tions and with improvement could eas- 
ily show rapid expansion. With Amer- 
ican Express Co. the express business 
is the smaller part of its business and 
stockholders have something to look 
forward to in the form of better earn- 
ings. 


Conclusion 
At the current selling price of 150, 
yield on the capital stock is 6.00%. The 


company has no funded debt or pre- 
ferred stock. The yield appears small 
but high selling price, as stated before, 
is probably reflecting to some extent a 
possible segregation of the banking 
business. The stock is a high grade 
issue and paying 8% is well entitled to 
sell above par. The present rate on the 
dividend appears entirely safe as the 
company has large assets to draw upon 
in the event of any reasonable slump in 


business. The stock is subjected to 
rather wide fluctuations and for the 
present, until something definite is 


forthcoming as to segregation plans, 
appears to be selling high enough at 
150. 








EARNINGS AMER. EXPRESS 
CO. 1920, 1921 AND 1921 
1919 1920 1921 


Gross.. ...$9,444,301 $14,812,728 $8,449,946 
Net inc.. 1,096,380 1,890,087 1,077,404 


Divid'ds.. 1,032,866 1,158,969 1,440,000 
Surplus 

for yr.. 64,014 731,118 *362,596 
Per share | 

on stk.. $6.09 $10.50 $5.99 

* Deficit. 
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Adams Express Company 


Inauguration of Dividends Expected 


ARLIER in the year, THe Maca- 
i ZINE OF WALL STREET recommended 
the purchase of Adams Express Co. 
tock, then selling twenty points lower, 
1 the sixties. The stock has recently 
een active in the market, selling above 
. The activity and strength no doubt 
reshadows the resumption of divi- 
ends on the stock, no payments having 
een made since 1917. Income since 
iat time has been used to pay off va- 
ous and sundry claims against the 
ympany. These have now practically 
1 been cleaned up. In addition, mar- 
et value of many of the securities of 
iilroads and banks have appreciated in 
ilue to a considerable extent. Divi- 
end resumption on the stock at the 
ite of either $5 or $6 annually is quite 
kely before the end of this year. 
Selling in the eighties and paying no 
ividend, even on good dividend pros- 
ects, the relatively high price seems 
‘o require some explanation. Let us 
hen examine the company’s earning 
ower and outlook. Revenue received 
in form of dividends from American 
Railway Express Co. amounts to $714,- 
‘58 annually. This would be equal to 


$7.14 a share on the $10,000,000 stock of 
the Adams Co. The 1921 income account 
showed that about half of the $1,600,- 
000 net earnings was received in divi- 
dends from the operating company and 
the balance from interest on other se- 
curities owned. Interest on Adams 
Co. funded debt required about $650, 
000, general expense $75,000 and 
terest on loans roughly $70,000, leaving 
$893,000 available for dividends onthe 
stock, or $8 a share. 


in- 


Earning Power 


Being, therefore, a holding company, 
income of Adams Express is confined 
to interest and dividends received. 
Barring any great catastrophe or cir- 
cumstances which would destroy earn- 
ing power of the operating company, 
on which it is dependent for half of 
its earning power, the company’s in- 
come seems fixed and should continue 
at about the present rate of between 
$7 and $8 a share on the stock. 

In pre-war days the stock enjoyed a 
high investment rating but this was 
during a time when earnings fluctuated 





more or less. Opportunities for large 
profits in the express business were 
plentiful. Dividends at an annual rate 
of $12 were being paid prior to 1917 
but it seems hardly likely that this 
rate can ever again be attained. The 
future of the company as a holding or- 
ganization seems limited. 

Uniess some other line of endeavor 
is engaged in, earnings in the future 
will be stabilized. Earlier this year, 
realizing that its resources were to a 
large extent idle, the company 
side line instituted a service for trans 
porting valuable cargoes, chiefly cur 
rency, throughout New York City for a 
charge. Already the company has a 
fleet of armored automobiles and is be 
lieved to be doing a fair business 
throughout the city transporting funds 
for banks and large industrial corpora- 
tions. No statement of earnings from 
this source has ever been made pub- 
licly but it is safe to assume that unless 
the company branches out on a larger 
scale, they cannot be any great factor 
in consideration of earning power for 
the time being. 


as 


Conclusion 
Taking the $28,700,000 total assets 
shown in the last balance sheet, of 


which $700,000 are liquid and $28,000,- 
000 par value of securities held, deduc 
tion of capital and current liabilities 
would leave about $10,300,000 for the 


stock. This would give a liquidating 
value of $103 a share. However, it is 
hardly likely that par would be re- 


ceived for all its securities in event of 
liquidation. So much for its liquidating 
value. 

Assuming that the board places the 
stock on an $5 annual basis, selling at 
80, a yield of 6.2% is shown annually. 
On this basis the stock appears to be 
selling too high. Also, with indications 
of a reactionary tendency in the mar- 
ket together with uncertainty as to 
whether a $5 or $6 annual rate will be 
ordered, a lower level might be possible. 
At its present price, institution of a $5 
annual rate should be a disappointment. 

(Please turn to page 78) 
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American Metal Company 





Profit-Sharing vs. Dividends 


Scope of American Metal’s Activities—In- 
fluence of Profit-Sharing on Dividend Rate 


HE American Metal Co. is engaged 
either directly, or through its sub- 
sidiaries, in the business of mining, 

concentrating, smelting, refining, buy- 
ing and selling metallic ores, and nu- 
merous metals and minerals and their 
by-products. In addition to its own 
production, the company buys and sells 
metals in the open market, and con- 
tracts for and treats large quantities of 
custom ores. In addition to its own 
mining and metallurgical activities and 
its ordinary custom smelting business, 
it is perhaps one of the largest specula- 
tors in metals and mineral products in 
the world. 

A conception of the immense scale 
of its operations may be gained from 
the fact that its metal turnover per 
annum includes, in round figures, near- 
ly 150 million Ibs. of electrolytic cop- 
per, 80 thousand tons of zinc, 85 thou- 
sand tons of lead, about five-sixths of 
which is produced in Mexico, 15 million 
oz. of silver, 1 million tons of coal, and 
numerous heavy chemicals in large 
quantity, more particularly sulphuric 
acid, zinc oxide, and white arsenic. 

With few exceptions it owns the en- 
tire capital stock of ten important sub- 
sidiary companies operating in this 
country. 

The U. S. Metals Refining Co. op- 
erates a modern electrolytic copper 
refinery at Chrome, N. J. The plant 
covers about 150 acres at Tidewater, 
whence refined copper and other prod- 
ucts are shipped either by lighter or 
rail. This plant has a productive ca- 
pacity of about 20 million Ibs. of re- 
fined electrolytic copper monthly, 1,- 
250,000 oz. of silver, and 12,000 oz. of 
gold per month. 

Its American Zinc & Chemical Co. 
owns a zinc smelting plant at Pitts- 
burgh, Pa. with a capacity for the 
treatment of about 6,000 tons of zinc 
ores per month, and a production of ap- 
proximately 3,000 tons of zinc, ‘This 
company’s sulphuric acid plant has a 
capacity of 8,000 tons of sulphuric acid 
monthly. 

Another subsidiary, the Bartlesville 
Zinc Co., owns and operates two zinc 
smelting plants at Bartlesville, and one 
at Blackwell, Okla. The total normal 
capacity of these plants is about 20,000 
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tons of zinc ores per month, from 
which 8,000 tons of zinc can be pro- 
duced; the company also secures cus- 
tom ores from the Joplin District, and 
zinc ores from Mexico. 

Other important subsidiaries are the 
American Metals Transport Co., which 














AMERICAN METAL CO. 
DIVIDEND RECORD SINCE 1900 
Outstanding Disbursements 
Capital to 
Year Millions Stockholders 
0 ee $1.0 $350,000 
EERE 1.0 300,000 
RRS 1.5 337,500 
«Pee: 1.5 337,500 
Di a alate alekcads 1.5 450,000 
SAS? 2.0 700,000 
 EPSESe 2.0 800,000 
RRR 3.0 000 
Rea 0 5,000 
- peers: 3.12 336,800 
ae 3.5 0, 
er atncn akin 3.5 00, 
Dc. sas nne nice 3.5 1,500,000 
aes 3.5 875,000 
NEI 3.5 700,000 
Sere 3.5 1,750,000 
. —aanegeeeRe 3.5 3,920,000 
ress 3.5 2,625,000 
RRR: 7.0 100,000 
ae 7.0 840,000 
=e 7.0 1,400,000 
Sager 14.0 None 
Ra: 4 840,000 
eee 14.0 560,000 
* Fiscal years ended June 30. 
t Second half. 
t Fiscal years ended December 31. 
§ First half. 

















was incorporated for the purpose of 
handling all the shipping of the parent 
corporation and its subsidiaries, pri- 
marily between the U. S., South Amer- 
ica and Cuba, and the Chanute Spelter 
Co., with zinc ore reserves estimated 
at 1.3 million tons. 

In addition, American Metal pur- 
chases ores and metals in Peru for 
shipment to the U. S. through its South 
American Metal Co. of Peru, which also 
handles the shipping of the American 
Metal Transport Co. The same ser- 
vices are performed in Chile by the 
South American Metal Co. of Chile. 
It also owns about 80% of the Fundi- 
cion de Guayacan, which in turn owns 
and operates a copper smelter at Co- 
quimbo, Chile. It owns valuable real 


‘ estate in Chile, including undeveloped 


copper prospects. Extensive mining prop- 


‘erties in Mexico are handled through a 


Mexican holding corporation, known as 
Compania de Minerales y Metales, the 
entire capital stock being owned by the 
American Metal Co. 

Since the American Metal’s incorpo- 
ration in 1887, except during the year 
1920, it has paid dividends annually 
on all of its outstanding capital stock. 
The total cash distributions up to Jan- 
uary Ist, 1922, amounted to over 24 
million dollars, equivalent to 18% per 
annum for 34% years on the average 
capital invested. 

During the past ten years gross in- 
come, before depreciation, interest and 
Federal Taxes, amounted to 58.8 mil- 
lions, and net income available for 
dividends and profit sharing with the 
management, was about 43.5 millions. 
The company’s policy of profit sharing 
is of special interest to the prospective 
stockholder. For the last 25 years the 
distribution among the management 
has amounted annually to 35%, which 
was calculated on the amounts remain- 
ing after all charges, including depre- 
ciation and stipulated dividends on the 
stock, had been paid. With the changed 
capitalization, now consisting of $5,- 
000,000 7% cumulative preferred stock, 
convertible into common at the rate of 
two shares of the latter for one share 
preferred, and 536,000 shares of no par 
common stock, on which dividends at 
the rate of $3 per annum have been in- 
augurated, no profit sharing is to take 
place for any year after 1922 until the 
full amount of the preferred dividend 
and dividends amounting to $3 a share 
on the common stock have been paid 
for each year, and for the year 1922 
until the preferred dividend accumv- 
lated in June, 1922, and $1.50 in divi- 
dends on the common stock have been 
paid. 

From a study of the profit-sharing 
policy heretofore in force, and in view 
of the probability that this policy is 
likely to be continued in general prin- 
ciple, subject to stipulations with re- 
gard to dividends on the present stock 
issued, it appears that the profits likely 
to accrue to common stockholders are 
somewhat limited, and this conditio. 
appears to detract from the general de- 
sirability of the common share:, so far 
as the general public is concerned. 
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American Smelting Company 





Main Difficulties Left 
Behind 


What the New Balance-Sheet Discloses—Position 
of the Industry—Outlook for the Common Stock 


By A. T. MILLER 


N only one year since 1912 has Ameri- 
can Smelting failed to earn a bal- 

ance for the common stock and that 
vas last year, the worst in the entire 
history of the metal industry. Such a 
record should predispose one well to- 
ward the company, especially when it is 
‘onsidered that except for last year, divi- 
lends were paid regularly though in vary- 
1g amounts for nine unbroken years. 
American Smelting is decidedly in pos- 
ession of genuine earning power which 
hould demonstrate itself as a matter of 
ourse in any but the most severely de- 
iressing periods such as during 1921. 
Chis is easily apparent from examination 
f the company’s record during the first 
half of 1922. In this period, earnings 
ipplicable to the preferred stock amount- 
d to $1,825,000 against dividend require- 
ments of $1,750,000, so that dividends 
for the period were fully covered. The 
‘old stating of these figures, however, 
loes not really indicate the true earning 
power of this remarkable organization 
inless it is remembered that in the same 
period of 1921 there was a deficit of no 
less than $1,101,000. In other words, in 
the first six months of 1922 American 
Smelting really earned $2,850,000 more 
than in the same period of 1921. 

Financially, there has been great im- 
provement as a result of the increased 
earnings. Cash now amounts to over 
5 millions without any bank loans where- 
s two years ago the company had over 
12 millions outstanding in bank obliga- 
tions. This improvement has been the 
esult of a totally changed situation in 
the metal industries. 

One of the outstanding reasons for the 
wift decline in the earnings of metal 
ompanies last year was that owing to 


stimulation caused by inflated prices dur- 
ing the war, production of virtually all 
metals received a terrific impetus result- 
ing in very heavy overproduction. As 
long as prices were sufficiently high to 
turn a good part of this output into prof- 
its, the metal companies were in a posi- 
tion to temporarily overcome the effects 
of their steadily growing metal surpluses. 
But when copper, zinc, and lead prices 
declined below cost of production, ex- 
isting huge surpluses of metal became a 
grievous handicap such as in many cases 
to result in losses wiping out several 
years of war-time profit. 


Why the Metal Industry Has Im- 
proved 


What happened is now history. First 
one company and then another suspended 
dividends and then took the more dras- 
tic action of completely shutting down 
their mines so as to put an end to the 
growing mountain of metal stocks It 
took nearly two years for this policy to 
work out steadily but the fruits are be- 
ginning to become apparent at last. Metal 
company deficits have been largely elimi- 
nated and, as in the case of American 
Smelting, deficits are being turned into 
profits. Thus the metal companies have 
reached the end of their long pilgrimage 
into the wilderness. 

American Smelting, as the name im- 
plies, is a smelting company and, there- 
fore, the destinies of the mining industry 
are virtually its destiny. The improve- 
ment, consequently, which has overtaken 
the entire industry has naturally been re- 
flected in its affairs. 

But American Smelting is something 
more than a smelting proposition. It is 
also a very important metal producer. It, 








|| HOW AMERICAN SMELTING’S FINANCES HAVE IMPROVED 


CURRENT ASSETS 
Comp’son With 


June 30,1922 Dec. 31, 1921 


| 
| 
| tn $4,426,368 inc. $2,151,941 
} Liberty Bonds... 206,350 dec. 1,283,000 
Bankers’ & Trade 
| Acceptances ... 187,607 inc. 69,940 
| Loans Secured by 
Metalson Hand 125,607 dec. 120,658 
Accounts & Notes 
Receivable .... 8,914,148 inc. 3,979,708 
Materials & Sup- 
plies .......... 5,973,992 dec. 188,517 
Metal Stocks ....41,435,285 dec. 979,408 
Total..... «+. « $61,218,889 


Current Assets 377% of Current Liabilities. 


CURRENT LIABILITIES 
Comp’son With 
June 30,1922 Dec. $1, 1921 


Accounts, etc., 

Payable ......$18,476,271 inc. $2,993,534 
Interest on Bonds: 

Unclaimed ... 37,648 dec. 5,191 

Accrued, not 

GEO a.cocesce 442,721 inc. 7,958 

Dividends: 

Unclaimed .. .. 76,964 dec. 7,046 

Payable ...... 981,605 dec. 42,549 
Accrued Taxes.. 1,805,098 dec. 987,366 

WOMB Sescded $16,220,308 

















for NOVEMBER 11, 1922 
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therefore, stands to gain from both ends, 
that is from smelting and from mining. 

It cannot be said at this time that the 
company is facing a period of phenome- 
nal profits. But it is significant that it 
faces a period infinitely better than that 
from which it has just emerged. Profits 
largely depend on prices and demand. So 
far as the latter is concerned, it may be 
said that the outlook is, on the whole, fa- 
vorable though not excitingly so. De- 
mand for copper, the principal item, is 
larger than a year ago and in a broad 
way shows an upward trend. The move- 
ment, however, is not broad enough to 
result in markedly higher copper prices 
which remain at about the same level as 
for the past year. 

Copper at 14 cents is not at a price to 
result very profitably to most copper com- 
panies but, so far as its smelting opera- 
tions are concerned, this is nothing to 
worry the big company. “Smelters” re- 
ceives its fee for smelting no matter 
what the price of copper is though it is 
apparent that its business to a very great 
extent depends on how much copper it 
gets to smelt. If conditions in the cop- 
per industry are not going to be good it 
is evident that the smelting business is 
not going to be particularly profitable. 
Fortunately, the outlook is encouraging. 
In the past few months, production of 
copper has shown a tendency to increase 
and this trend should continue. 

Another favorable feature is that for 
the first time in about nine years, the 
company is able to operate its Mexican 
properties with a fair degree of assur- 
ance that operations will not be inter- 
fered with on account of unstable politi- 
cal conditions in Mexico. Inasmuch as 
its Mexican operations, under normal 

(Please turn to page 71) 
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NVESTOR- 

and _ spec-vestor 

readers of these 
columns _ realized 
long since that the 
shares in oil enter- 
prises, when they 
represent compara- 
tively small con- 
cerns, and particu- 
larly when the 
values behind them 
or the earning pow- 
ers, are largely based on oil production 
as opposed to the “round-turn” of pro- 
duction, refining and distribution are not 
appropriate securities for what the BYFI 
Department aptly terms “income build- 
ers” at any time, and only rarely appro- 
priate even for semi-speculative commit- 
ments. 

This is no reflection on the men who 
assemble such properties, or on the prop- 
erties themselves. Indeed, it is something 
of a tribute to them. For the degree of 
hazard represented in such undertakings 
—the very element that removes their se- 
curities from the strictly investment field 
is something that timid business men 
would never be willing to face. The few 
with the courage and will to face that 
hazard—the Dohenys, the Benedum-Trees 
combinations, the Sinclairs—stand out 
conspicuously as men of daring and no 
little genius. They are all picturesque 
figures— Doheny, the wild-catter, who 
starved in the Mexican foothills but kept 
plugging ahead until he located what he 
sought; Sinclair, the drug-clerk, who 
with “Pat” White staked his future 
against his ability to secure oil produc- 
tion—and nobody familiar with the strug- 
gles such men have gone through would 
belittle their achievements. 

It is only to encourage a judicious dis- 
crimination between “investments” and 
“speculations” that these elementary facts 
about the oil game’s hazards are brought 
out. 

The times when such oil securities as 
those described are “appropriate for 
semi-speculative commitments” have oc- 
curred, in the past, during the half-dozen 
or so periods of recovery following re- 
actions—the intermediary periods, which 
have marked the oil industry since its in- 
ception. In these periods, the securities 
of the smaller companies have frequent- 
ly outstripped those of the larger ones, 
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Caddo Central—Superior Oil—Skelly Oil—Oklahoma P. & R. 


By JAMES W. MAXWELL 


and naturally so: A concern with all its 
resources ticd up in a 3,000-barrel pro- 
duction, dependent entirely upon that pro- 
duction for its results, will be a hundred- 
per-cent gainer from a doubling in crude- 
oil prices; whereas the larger concern, 
in previous times at least, wlth its huge 
refineries for which oil has to be bought, 
would frequently share in an upturn on 
a considerable smaller percentage scale. 

Less and less, however, has this ad- 
vantage remained with the smaller con- 
cern. In recent times, the movement has 
all been toward consolidation in the oil- 
fields—actual, whether apparent or not; 
and the result has tended towards put- 
ting into the biz fellows’ hands sufficient 
control of formerly “independent” pro- 
duction to accommodate their needs. 
(Any investor who cares to investigate 
this view -can find interesting material 
in any complete Standard Oil file; the 
number of once “independent” concerns 
which now boast of Standard Oil names 
on at least a portion of their stock issues 
is impressive, especially when it is real- 
ized to how great an extent the develop- 
ment has been accomplished in the last 
three years.) Hence we have such oil- 
stock markets as that of the last five 
months—with the Standard Oils, some of 
the affiliated oils and one or two mam- 
moth independents (as Gulf Oil was, and 
as Mexican Petroleum still manages to 
remain) doubling and tripling in price; 
while the shares of the little fellows are 
left more or less out in the celd. 

Under these conditions, therefore, it 
may be said that securities of the smaller 
independents, and especially those repre- 
senting companies largely in the produc- 
tion end, are less and less frequently ap- 
propriate, even for semi-speculative com- 
mitments. They seem particularly in- 
appropriate at the particular time which 
is the present, because of reaction in the 
general market 


Caddo Central Oil 


A case in point is Caddo Central Oil, 
which was organized in its present form 
about two and one-half years ago. From 
the statements rendered, it is impossible 
to ascertain what proportion of the com- 
pany’s present gross business is repre- 
sented by production and what propor- 
tion by refinery earnings. But the division 
was well brought out in 1920, when the 


THE 


—I Would— 


“department profits” were itemized as fol- 
lows: 


1920 
eo... sasavesenenens $1,500,347 
NEL, os s ccceceennsan 600,650 


In words, Caddo’s refinery was some- 
thing more than 2 to 1, as an earnings 
producer, and as compared with its oil 
production. 

However, the corporation’s results 
since organization have not reflected the 
stability that might be expected in a large- 
ly refining enterprise. Thus for the nine 
months of 1919, earnings were approxi- 
mately $1.25 per share. In the following 
year they soared to over $6 per share. 
Last year, total income was converted 
into a deficit of over half a million after 
depreciation and depletion. For the first 
six months of the current year, gross 
sales were over 3% million, at the rate 
of 7 million a year, and net income after 
interest, but before depreciation and de- 
pletion, was $337,837. Depicted in graphic 
form, the fluctuations in Caddo’s operat- 
ing income after interest and taxes, but 
before depletion, etc., shows as follows 
(with the current year estimated, very 
roughly, on the basis of the first 
6-months’ showing) : 
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This exhibit brings out not any inhe- 
rent weakness in the Caddo structure, 
which is neither expressed nor implied. 
It merely illustrates the sharp changes to 
which a comparatively small oil company 
is subject when it is “going it alone.” 

The latest summary shows Caddo with 
a funded debt of $6,644,600 split up as 


follows: 


Interest 
Out- Require- 

standing ments 
Caddo, Co. Ist 6s..... $1,633,000 $97,980 
Caddo Corp’n Ist 6s.. 4,330,600 260,196 
Equip. Trust 8s...... 675,000 54,000 





Total... .$6,644,600 $412,176 
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The stock capital consists of an au- 
thorized 200,00 shares of no par, of which 
168,500 shares are outstanding. 

No dividends have yet been paid on the 
stock. It is now selling at around 9%, 
compared with a record high, under the 
then-existing capital, of 64% in 1919. In 
view of the nature of the company’s bus- 
iness, its youth and varying earning 
power, the shares do not appeal to the 
writer. As a holder of 100 Caddo, he 
would be sorely tempted to sell, and 
place the proceeds in 21 shares of 
Vacuum Oil, new stock, thus switching 
from a company of poor record and un- 
certain outlook into the stock of a cor- 
poration which earned the enormous to- 
tal of $3,500,000 for its stock in the “dis- 
astrous” year 1921, would have earned 
nearly twice as much, if it had not seen 
fit to make an “inventory adjustment” 
charge of over $3,400,000, and which in 
the current year is believed to have rolled 
up the largest profits in its history. There 
is a contrast with the small independent! 


Oklahoma Producing & Refining 


In Oklahoma Producing & Refining at 
around $2 a share, spec-vestors find what 
seems an enticing security, so far as mar- 
ket price is concerned. But 
the corporation’s record lessens the ap- 


a glance at 


peal. 

Producing & Refining is not as small 
is the price of its shares would indicate. 
It has a complete refinery at Muskogee. 
It owns, wholly, over 57,000 acres in 
Oklahoma, and, partly, about 23,000 more. 
It has outstanding four million three 
hundred thousand shares of common 
tock; and six hundred thousand shares 
1f preferred are held by the “Union des 
Petroles.” At December 31, last, the com- 
10n was carried in the balance sheet at 
ver 21 millions, and the preferred at 

millions. 

So far as the record is concerned, Okla- 
1oma Producing & Refining’s results have 
een typical of the independent who “goes 
t alone.” In the last three years, results 
ompared as follows (the figures being 

thousands of dollars) : 


1919 1920 1921 
Oper. Income.....$3,854 $6,424 $1,323 
ot. Deductions.. 3,875 4,126 2,679 
‘et Income...... D 30 2,298 D 1,356 


arned on 


per Share 8.90% 


' = Deficit. 
Thus, the erratic swings instanced in 
two preceding examples are seen to 
ve characterized the fortunes of Okla- 
ma P. & R. This, as has been said, 
ed be no reflection on the management. 
It is merely a reflection of the section 
the industry the company serves, its 
mparatively insecure position in that 
dustry, and the resultant hazard asso- 
ated with its shares 
The holder of 100 shares of Oklahoma 
Producing & Refining is receiving no divi- 
nds. The situation is even gloomier 
when it is realized that even the owners 
ot the 8% cumulative preferred stock are 
not receiving income therefrom. The last 
Payment on the preferred was made 
for NOVEMBER 11, 1922 








eighteen months ago. 
pect, apparently, of any earnings-balance 
for the common this year, or even next 
year, 

The writer, as a holder of 100 shares 


There is no pros- 





of the common, would sell it and put 
the proceeds (too small for a stock- 
market commitment) into a real estate 
mortgage bond, to yield, say, 6%. Such 


(Please turn to page 72) 





Invincible Oil’s Recovery 


Substantial Earnings Improvement in Current Year 


HE recovery in the oil trade this 
year has enabled Invincible Oil 
to score a notable improvement 
in earnings by comparison with 1921 
In the first half of last year, the cor- 
poration reported a deficit, before de 
pletion and depreciation, of $138,250, 
but in the same period of the current 
year, net income (also before deple- 
tion, etc.) exceeded $1,676,000, or bet- 
ter than $2.35 per share on the out- 
standing capital stock. The details of 
the improvement appear in the follow- 
ing table: 
First Six Months 
(In Thousands) 


Gross Earni 
Other Income... 


Total Income..... 
Interest, etc se 
Inventory, Adj't.... 





Dev Expenses ee 745 
Net Income* Def..... $138 $1,677 
* Before Depletion, Depreciation, et 


The corporation’s ability, as demon- 
strated in the period referred to, to 
secure good earnings results under 
good oil conditions is the result of its 
well-rounded organization. The com- 
pany is one of the most fully-contained 
among the independents. It has 
ducing properties whose output in the 
early months of 1922 averaged better 
than 12,000 barrels daily (the compu- 
tation being based on an official 
mate of 1,171,169 barrels for the first 
three months); it owns three refiner- 
ies; a 4,000-barrel topping plant at 
Fort Worth and a 6,000-barrel refinery 
at Shreveport, and these facilities have 
recently been amplified by the acqui- 
sition of the former Chalmette Oil Re- 
fining plant at New Orleans (giving 
the corporation a favorably situated 
export terminal); fof transportation, 
there is a complete system of pipe and 
gathering lines, about 250 miles in all, 
as well as over 800 tank cars; finally, 
the corporation has storage tanks of 
over 1,500,000 barrels capacity, oper- 
ates a large lubricating plant and has 
ample filling and distributing stations. 

The corporation’s financial position 
was none too good at the close of last 
year. Working capital was down to 
$409,000 as against better than $2,425,- 
000 in the previous year. Its properties 
(land, buildings, leases, wells, machin- 
ery, etc.), were carried on the balance 
sheet at over 40 millions, as against 
slightly more than 28 millions in 1921, 
no doubt reflecting property acquisi- 
tions during the year. No allowance 
for depreciation or depletion appeared 
in the year’s accounts, and there had 
been no such allowance in the previous 


pro- 


esti- 


year, which was the first full year of 
operations under the present organiza 
tion. Were a flat charge of 15% of 
the property valuation assessed to de- 
preciation account for the single year 
1921 the result would be a reduction 
of some 6 millions in the total surplus 
of $11,892,949 shown at the end of the 
year. It should be noted, however, 
that a special charge of over $765,000 
was made on account of inventory ad- 
justment in 1921, 

Under the improved conditions that 
have existed in the current year, the 
corporation has undoubtedly attained 
a stronger financial position 

Invincible Oil has a funded debt of 
over $4,000,000, of which the principal 
issue is the 8% convertible sinking 
fund bonds of 1931. These were orig- 
inally outstanding in the sume of $3,- 
000,000, but have been reduced to $2,- 
335,800 through retirement. They can 
be had in $100 form and are convertible 
at the option of the holder into capital 
stock at $30 a share the first year, and 
$1 a share additional each year there- 
after. They are redeemable at 110 and 
interest upon 30 days’ notice 

From a market standpoint, this issue 
cannot be regarded as possessing much 
investment appeal. It is a direct ob- 
ligation of the company, but is not se- 
cured by mortgage. Furthermore, it 
must be recorded that interest 
earned only a little more than half last 
year. On the other hand, the greatly 
improved results of the company in the 
current year—with the half year’s in- 
terest on its entire funded debt earned 
more than 9 times in the first six 
months indicates a corresponding im- 
provement in the position of the 8s, 
and they have an additional element of 
safety in the sinking fund provisions. 
At a more attractive price than that 
prevailing (about 110) the bonds might 
offer speculative opportunities of some 
proportions. 


was 


Invincible Oil stock has never re- 
ceived a dividend. Earnings on the is 
sue, before depletion and depreciation, 
should total around $3.50 per share for 
the current year, or better than 29% 
on the current market price. Under 
continued good trade conditions, val- 
ues behind this security might be ex- 
pected to build up. It sells around 16 
as against a record high of 47% in 
1920 and a record low of 5% in 1921. 
The management is resourcefyl, the 
company possesses fair earning power, 
and as a long-pull speculation, there- 
fore, the stock has some attractions, al- 
though at this writing the trend of the 
general market does not encourage 
speculative commitments. 
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The Question of Tax-Free Bonds 


Effect of Non-Taxable Securities on Financial Conditions 


HE question what to do as re- 

gards the danger involved in the 

issuing of tax-free bonds is as- 
suming large proportions in Congress 
as well as at the Treasury Department, 
as the Government’s refunding system 
takes shape. Secretary Mellon’s recent 
offering of $500,000,000 was only partly 
on a tax-free basis, but it nevertheless 
retained the general idea of freedom 
from taxation, and later issues of bonds 
issued in the course of the refunding 
programme may be expected to follow 
the same plan. Meanwhile, the flood 
of tax-free issues is increasing and the 
result is to introduce a rather serious 
problem into actual banking practice. 


Volume of Tax-Free Bonds 


Exactly how many tax-free bonds 
have been issued in the United States 
it would be difficult to say precisely. 
According to statements made by the 
Farm Mortgage Bankers’ Association, 
state and municipal issues of tax-free 
securities amounted in 1912 to about 
400 millions;-in 1916 to about 500 mil- 
lions; in 1920 to 773 millions; in 1921 
to 1,300 millions, while this year the to- 
tal of such issue will probably be some- 
what under 2,000 millions. Meantime 
the United States Government has 
added about 24 billions of its own tax- 


free issues to the total in circulation, 
while estimates of the amount outstand- 


ing in tax-free state and municipal se- . 


curities run from 8 billions as high as 
15 billions. Secretary Mellon six 
months ago estimated it at 10,660 mil- 
lions. Precise estimate is not practicable, 
while or the other hand variations in 
the terms upon which securities are is- 
sued make it impossible always to draw 
the line exactly between “tax-free” and 
“non-tax-free” issues. What is certain 
is that of the issues that have been 
placed on the market within the past 
five years a very large percentage is 
represented by tax-free securities of 
various kinds and degrees. 


Effect of Tax-Free Securities 


The general effect of these issues of 
tax-free securities is first of all to give 
the advantage to the issuers thereof 
as regards access to the money market. 
Not only is the tax-free bond worth 
more because of its exemption from 
taxation, but the saving in annoyance 
and irritation, due to the ability to re- 
frain from detailed reports of various 
kinds under our income tax legislation, 
is in itself an attractive feature. All 
in all, the tax free bond is preferred 
by the large investor even when it is 
on a practically equal basis of return 




















Net income of inves- 
tor from $40,000 in- 
vestment, after paying Necessary 
income tax on same rate of 
Net income of inves- ———— Income from interest of 
tor, exclusive of that With With taxable stock taxable 
from $40,000 in- tax-free taxable Surtax on before paying security 
vestment security stock dividends tax % 
$2,000 $2,000 $0.00 $2,000.00 5.00 
2,000 2,000 105.26 2,105.26 5.26 
2,000 2,000 272.73 2,272.73 5.68 
2,030 2,000 439.02 2,439.02 6.10 
2,0 2,000 777.7 2,777.78 6.94 
2,000 2,000 225.8 3,225.81 8.06 
2,000 ; 00 846.1 3,846.15 9.62 
2,000 . 000.0 4,000.00 10.00 
2,000 g, 000. $288-68 10.00 
2,000 2,000 000, 4,000.00 10.00 
ee ee ———. — 
































as compared with the taxable security. 
As a secondary result of tax exemption, 
therefore, the influence of this system 
of bond issue is to increase the facility 
with which Governments get money for 
their own purposes. As these pur- 
poses, however beneficial in the large 
sense, are usually unproductive or un- 
economic in the immediate sense, the 
effect of tax-free security issues is to 
enlarge the amount of the community’s 
expenditure upon such unproductive ob- 
jects and correspondingly to diminish 
the amount of it for industrial pur- 
poses. 

Further, the influence of the tax- 
free plan is to enlarge public debts, in- 
asmuch as governments can obtain 
funds cheaply and easily through bor- 
rowing, so that they incline toward 
that way of meeting unusual expendi- 
tures rather than impose new taxation 
on their citizens. The policy, however 
tends to cut down their tax receipts 
especially where these are obtained 
from income and excess profits taxes 
or surtaxes. Wealth tends to move intc 
the tax-exempt securities as rates o! 
taxation increase and the consequenc: 
is to make tax systems more and mori 
unproductive as time goes by. Ther: 
is also very important influence grow 
ing out of this situation, upon banking 


Banking Portfolios Affected 


The tax-free bond situation has un- 
doubtedly had an important effect on 
banking methods and conditions in the 
past and will have an increasingly im- 
portant effect from now on. Hithertc, 
the convenience of the short-term tax- 
free certificates of indebtedness whic! 
were available in large quantities has 
led banks to buy heavily of these cer- 
tificates, thereby filling their portfolio: 
in corresponding measure and leaving 
the commercial demand to take care of 
itself. Were these offerings to be sub- 
jected to taxation, their rate would have 
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to be correspondingly advanced, 
or else they would find a 
much less favorable reception 
from the banks which have 
heretofore taken them rather too read- 
ily and in too large quantities. Beyond 
doubt, the effect of the huge tax-free 
issues of short-term securities made by 
the Government has been to deteriorate 
the service of the banks as lending in- 
stitutions from the standpoint of cus- 
tomers. 

The effect has also been to increase 
the rate required on commercial loans, 
Government borrowing having skimmed 
off the cream of the banks’ resources, 
while at the same time the rate allowed 
the Government was comparatively low, 
commercial loans then bearing the bur- 
den that was necessary in order to make 
up the difference. The putting of the 
Government’s obligations into an or- 
dinary commercial form would largely 
change this condition and would cor- 
respondingly improve the position of 
the ordinary borrower. 


F 


Position of Investment Institutions 


Even more striking is the effect of 
tax-free issues upon the position of in- 
vestment institutions. At the present 
time there is an artificial market for 
such securities as Federal farm loan 
bonds and Government bonds, due to 
the fact that many institutions carry 
them on account of their tax-free fea- 
tures, which are beneficial either to the 
institution in making up its tax return 
or to the various funds which it may 
be holding and for whose account the 
securities are bought. The adoption of 
a constitutional amendment such as now 
proposed would not affect the non- 
taxable status of existing bonds which 
were held in this way, but would tend 
to bring about a larger and better dif- 
fused holding of Government securities. 
They would appeal more widely to the 
investor, and would accordingly tend 
to go into the hands of the public in 
general, instead of accumulating in 
those of the banking institution. The 
latter would tend to purchase more 
freely of railroad and corporate bonds 
insofar as it needed to hold bonds at 
all as a part of its investment port- 
folio. 

One effect of the tax-free bond situa- 
tion which has received a good deal of 
notice is seen in its influence in divert- 
ing funds away from direct loans on 
mortgages and rural securities general- 
ly and in shifting them into public se- 
curities. This has tended to raise the 
mortgage rate in some rural districts 
very greatly insofar as it applied to 
taxable obligations. Of course the Fed- 
eral farm loan bonds have been free 
of taxation and have sold correspond- 
ingly cheaper and better than other 
landed securities—a situation which has 
attracted the criticism of many money 
lenders and farm mortgage bankers. 
Objection to the non-taxable privileges 
of Government and municipal bonds, 
for NOVEMBER 11, 1922 










however, has had a basis which was 
better than that of pure self interest 
for the reasons which have already 
been indicated. 


Cost of Money to Government 


The non-taxable bond system has 
been an exceedingly expensive experi- 
ment for the Government. It was 


Hon. Andrew W. Mellon 
Secretary of the Treasury 


originally initiated in the belief that by 
this means bonds could be sold to much 
better advantage than would be pos- 
sible were they to be subject to taxa- 
tion. As a result the Government has 
made some gains in its lower interest 
payments but it has lost heavily in re- 
turns from the income tax. A table re- 
cently officially compiled showing the 
decline of taxable incomes over $300,- 
000 showed a falling off in the number 
of returns between 1916 and 1919, all 
years of great prosperity, from 1,296 
returns to 679. The net income fell off 
from about 1 billion to about 440 mil- 









lions in incomes over $300,000. 
This decline was going on while 


the income of all classes was 
increasing but at the same 
time wealth was being put into 


non-taxable form. The accompanying 
table, compiled by the Treasury De- 
partment, shows the advantage under 
existing conditions of investing in tax- 
free securities as compared with a like 
investment in taxable securities. In 
each case $40,000 is assumed to be in- 
vested in a tax-free 5% security and, 
by comparison, in a taxable stock bear- 
ing the necessary rate of interest to 
yield the same income after paying the 
income tax of existing law. 


Legislation Before Congress 


In order to correct these conditions 
various proposals have been placed be- 
fore Congress but the one now chiefly 
favored is apparently that proposed by 
Representative Green in House Joint 
Resolution 314, as follows: 

Resolved by the Senate and House of 
Representatives of the United States of 
America in Congress assembled (two- 
thirds of each House concurring therein), 
That the following article is proposed as 
an amendment to the constitution of the 
United States, which shall be valid to all 
intents and purposes as part of the Con- 
stitution when ratified by the legislatures 


of three-fourths of the several States: 
ARTICLE —. 
“Section 1. The United States shall 


have power to lay and collect taxes on 
income derived from securities issued, 
under the authority of any State, but 
without discrimination against income de- 
rived from such securities in favor of 
income derived from securities issued, 
after the ratification of this article, by 
or under the authority of the United 
States or any other State. 

“Sec. 2. Each State shall have power 
to lay and collect taxes on income de- 
rived by its residents from securities is- 
sued, after the ratification of this article, 
by or under the authority of the 
United States; but without discrimina- 
tion against income derived from such 
securities and in favor of income de- 
rived from securities issued, after the 
ratification of this article, by or under 
the authority of such State.” 





Problems of Government Finance 


Prospects of Refunding—Reserve Dis- 
count Rates—Question of New Taxes 


Washington, Nov. 5. 
EAVY oversubscription of the Gov- 
ernment’s offering of bonds has 
been received as good evidence of 
the stability of credit which the Trea- 
sury now enjoys and is regarded as 
affording a basis of further sales as soon 
as conditions are believed to warrant it. 
There has been some surprise that the 


Department allotted only $763,000,000 in- 
stead of the amount nearly double that 
which is said to have been received by 
way of subscriptions. 

Opinions differ as to the wisdom of the 
policy, but the final action taken was 
based no doubt upon the same considera- 
tions which led to the Treasury during 
the war to reject heavy oversubscriptions 
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of liberty bonds, notwithstand- 
ing that it had done its utmost 
to encourage the public to 
buy largely of these securities. 
There was a feeling at the time that good 
faith with the public unavoidably met the 
necessity of limiting the allotments of 
bonds to the amount that had been pre- 
viously agreed upon. However, it is now 
expected by many that another consider- 
able offering of bonds upon very similar 
terms may be made in the comparatively 
near future with a view to meeting some 
of the larger refunding problems which 
will present themselves from time to time. 


Federal Reserve Discount Rate 


A question which for years past has 
been quite closely connected with rates 
of interest on, and conditions of sale of, 
Liberty bonds is seen in the discount rate 
policy of the Federal reserve banks. 
There has been no change in discount 
rates now for a good many weeks and 
while there were at one time constant 
predictions that further rate reductions 
would occur in order to bring all rates 
to a substantially uniform basis, nothing 
of the kind has actually turned out to be 
the case. On the contrary the general 
rate structure of the Federal reserve sys- 
tem is fairly uniform already on a basis 
around 4 @ 4%% and the departures 
from that level are so unimportant as to 
have little significance. The tightening 
of money rates in the open market ap- 
pears pretty definitely to have put out of 
the question all idea of any action de- 
signed to lower rates still further, and 
instead of that the talk now is, in bank- 
ing circles, favorable to advances rather 
than reductions. 

If it be true, as has often been stated 
by the Federal Reserve Board, that the 
central bank rate should “lead the mar- 
ket,” an advance in discount rates at Fed- 
eral reserve banks ought tobe agreed upon 
very shortly, since rates are now tending 
upward and are everywhere ahead of the 
Federal reserve figures. Tendencies in 
foreign countries to a tightening of rates 
have also been observed in recent weeks. 
There are many bankers who have held 
to the opinion quite consistently for some 
time past that the reserve discount rate 
was too low and ought to be increased 
in the interest of conservatism and avoid- 
ance of inflation. Of course this situa- 
tion becomes more and more pronounced 
as commercial rates advance, because the 
tendency is to throw paper into the re- 
serve banks merely to make a profit on 
it, when there is a material difference be- 
tween the local rate and the reserve rate. 

This tendency is already seen in some 
quarters, as illustrated by the fact that 
so large a proportion of ordinary bank 
advances has been transferred of late to 
reserve banks as increases in their port- 
folio. The administration has during the 
campaign constantly referred to reduc- 
tions of discount rates as one of its 
achievements looking in the-direction of 
prosperity, so that many persons believe 
that whatever is done on discount rates 
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view. It will be the choice 
of Congress then whether to 
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will be deferred until well after election. 
But the desirability of an advance in rates 
is already very evident. 

The question of new taxes to be sub- 
mitted to Congress for the purpose of 
making up the deficit is one that is giv- 
ing a great deal of trouble. President 
Harding has estimated the deficit for the 
current fiscal year at about $650,000,000. 
This can be carried along well enough by 
current borrowing, but not if it were to 
be repeated a second year. In the lat- 
ter case it would be almost unavoidable 
to have new taxation. This idea is ex- 
tremely repugnant to the politicians and 
they are undoubtedly keenly anxious to 
avoid it. 

The Administration will not urge new 
taxes, according to all present appear- 
ances, except as a last resort. But in or- 
der to get along without them, it ‘is nec- 
essary to make some drastic cuts in ex- 
penditures and the budget bureau has 
been directed to begin work with that in 


accept cuts in expenditure in- 
volving reductions of personnel, 
and lessening of political patronage, or 
to run the risk of incurring popular dis- 
pleasure by imposing additional taxes, or 
raising the rates of those now in force. 
There are already pending before Con- 
gress a number of tax propositions, some 
of which affect financial corporations, 
and particularly banks, very directly. In 
the main such proposals have but little 
support and if Congress were to act in 
the near future with a view to raising 
more revenue, it would probably make 
a choice between a sales tax or the en- 
largement of the present income-tax sys- 
tem. The taxation of the undistributed 
surplus of corporations has been per- 
sistently predicted by some, and is given 
in some quarters as the explanation of 
recent stock dividends. Action along this 
line may easily take place as a result of 
the political dissatisfaction which has 
lately been caused by stock dividends, 
and quite without reference to necessi- 
ties of revenue, considered by themselves 





Bank Rulings and Decisions 


OTICES are now being sent out to 

member banks of the Federal Re- 

serve System covering the forth- 
coming election of directors of reserve 
banks. Under the terms of the Reserve 
Act each Federal reserve bank has nine 
directors, three of each class (A, B 
and C) who serve for three years each 
and whose terms are so arranged that 
the terms of three directors, one of each 
class, expire each year. Class A and 
Class B directors are elected by the mem- 
ber banks, Class C directors are desig- 
nated by the Federal Reserve Board. 
The expiration on December 31, 1922, of 
the terms of three directors in each Fed- 
eral reserve bank thus makes necessary 
a general election for two at this time 
and for this notices have been sent out 
since October 15. 


Voting Banks 


The Act requires that for the purpose 
of elections the member banks in each 
district shall be divided into three groups ; 
and the Federal Reserve Board accord- 
ingly has grouped the member banks in 
such a way as to bring about an approxi- 
mately equal division of banks between 
these groups. Each group every third 
year elects one Class A director and one 
Class B director. In those cases where 
the expiring terms of men who go out 
of office at the end of 1922 were the re- 
sult of election by a single group, only 
that particular group participates in the 
election, but notice is nevertheless being 
sent to all member banks in each district 
in order that they may be informed. 


Election Procedures 


Thedirectors of each member bank in 
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the group which is participating in the 
choice of directors may nominate as they 
please one candidate for each of the 
places vacant. Class A directors under 
the terms of the Federal Reserve Act 
are to be “representative of the stock- 
holding bank.” An officer or director of 
any member bank in a group which is 
conducting an election is eligible for 
nomination. In order to nominate a can- 
didate, the Board of Directors of a vot- 
ing member bank adopts a resolution of 
nomination. Forms of such resolution 
are distributed in the New York district 
and in most of the others through the 
several banks, and when signed by the 
cashier and stamped with the seal of the 
bank it may be forwarded to the reserve 
bank. 

Under the terms of the Reserve Act 
“no director of Class B shall be an of- 
ficer, director or employee of any bank” 
and at the time of his election a Class B 
director shall be actively engaged in his 
district “in commerce, agriculture or 
some other industrial pursuits.” This 
nomination also requires the adoption of 
a resolution by the Board of Directors 
of the voting member bank and when 
signed by the cashier and stamped with 
the seal of the bank is forwarded as be- 
fore. 

Forms are provided for the use of 
banks which in times past have not des- 
ignated by resolution of their respective 
boards of directors any officer to cast 
the vote of the bank at an election. Such 
designation continues until revoked, and 
may be made either by amendment to a 
bank’s by-laws or by the adoption of a 
resolution by the board of directors. 
When the resolution is adopted for the 

(Please turn to page 73) 
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Trend of Money, Prices and Credit 


Significant Changes in the Credit Situation 


HE movement of credit during the 

past month has been unusually pro- 

nounced and important. Significant 
changes have taken place in the charge 
for long and short-term accommodation 
and the flotation of a large 
Government long-term obligations has 
afforded opportunity for the testing of 
some theories concerning existing condi- 
tions that had been doubted previously. 
Changes in prices have not been as 
marked as in some recent periods, but 
bank liabilities are at length beginning 
to show the effect of the expanding re- 
quirements of trade and industry. The 
steady expansion of business has been 
accompanied by corresponding growth of 
the volume of credit. At the same time, 
the accommodations obtained from mem- 
ber banks of the Federal Reserve Sys 
tem have gone on enlarging with the re- 
sult that considerable amounts of funds 
have been called in by banks for the pur- 
pose of providing themselves with the 
means of accommodating their custom- 
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ers. Just how largely these sums have 
been obtained by reducing call loans it 
would be difficult to say but a very sub- 
stantial quantity of them have been drawn 
from that source. It is on the whole fair 
to say, therefore, that as the commer- 


cial advances of banks have increased, 
market accommodations have in some- 
what the same measure fallen off. Due 


to this situation there has been a tolerably 
steady recession in the volume of brok- 
ers’ loans although that is still a 
item. 


large 


Money Rates Higher 


Money rates have as a result of these 
conditions tended to move pretty steadily 
upward. Probably the best example of 
what has been going on is furnished in 
the case of time money and commercial 
paper. In both the demand has been 
steady and the upward movement of 
rates, although not at any time pro- 
nounced or extreme, has been very dis- 
tinct and definite. As shown in the ac- 
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companying diagram the movement of 
this form of short-term credit has accord- 
ingly been toward higher levels and it 
may be expected that the upward trend 
will continue pretty well during the au 
tumn months of 1922. Higher money 
rates are in fact predicted by most ob- 
servers, even among those who in times 
past have been doubtful about the future 
of rates. Some of these observers are 
still asserting that after the opening of 
the new year there will be a reaction to 
lower levels—a forecast which may or 
may not prove true—according to circum- 
stances. As a matter of fact, these pre- 
dictions are now so far remote from the 
present that they may as well be ignored 
in any immediate market analyses. 


Cost of Corporate Borrowing 
Coincident with the higher prices for 
money has gone an advance in the cost 
of corporate borrowing. This has con 
tinued during October and is reflected in 
(Please turn to page 73) 
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INDEX OF 
PRICES 


INDEX OF CORPORATION CREDIT IN U.S. 


AS SHOWN BY TEN HIGH GRADE R..R. BONDS 


K TRANIACTIONS AS SHOWN BY 
BITS TO IWDIVIDUAL ACC 
IN BILLIONS OF DOLLARS 


for NOVEMBER 11, 


PRICE ADVANCES ARE REFLECTED 
BY DECLINE IN TREND LINE WHICH 
15 BASED ON YIELDS 
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FEDERAL RESERVE BANKS 


CHANGES IN 


PRINCIPAL ASSETS AND LIABILITIES 
REPORTING MEMBER BANKS 


LOANS SECURED BY U.S. OBLIGATIONS 6 OTHER 


U.S. GOVERNMENT OBLIGATIONS 


‘7 NET DEMAND 


AT ER.BANKS 8 TOTAL LOANS 
STOCKS, BONDS ETC. 9 TOTAL LOANS AND 
SLOANS SECURED BY STOCKS AND BONDS 
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FEDERAL RESERVE BANKS 


(In millions of dollars.) 


Federal 


Bills Govern- reserve notes 
Cash discounted, ment Total in actual 
Date reserves total securities deposits circulation 
i? Seer 202.2 382.2 491.7 1,835.8 2,147.2 
Pe acess 3,197.9 382.5 488.6 1,847.0 2,142.3 
Pe: Ga wccce 192.7 389.9 ‘ 484.8 1,851.9 2,146.7 
Me, Di cccce 3,195.0 404.3 492.0 1,881.0 2,153.4 
a Mevews 186.0 404.0 508.2 1,856.7 2,221.0 
Se ee 3,197.0 389.1 489.0 1,872.4 2,213.0 
a veces 189.4 423.8 439.1 1,850.6 2,218.4 
"|S Aa 3,203.5 420.8 451.5 1,840.0 2,243.3 
a Wicecace .213.0 513.2 483.4 1,877.0 2,274.0 
 & wae 3,210.0 539.1 474.5 1,922.0 2,320.0 
Sh Mibacesen 3,214.0 573.7 446.9 1,956.0 2,315.0 - 
a 3,211.0 531.4 408.7 1,841.0 2,298.0 
REPORTING MEMBER BANKS 
(In millions of dollars.) 
Rediscounts 
and bills Ratio of 
Number of payable with accom- 
reporting Loans and Invest- Federal modation 
inks discounts ments res’e banks (4+-2+3) 
793 10,804 4,552 117 8 
793 10,793 4,540 105 .7 
10,809 4,533 110 m 
791 10,766 4,550 116 8 
1 10,761 4,532 125 8 
791 10,819 4,513 134 9 
1 10,895 4,481 120 8 
10,939 4,500 155 | 
790 10,988 4,466 159 1.0 
786 11,051 4,459 182 1.2 
787 11,118 4,444 278 1.8 
787 11, 4,580 274 1.7 


Reserve 
ratio 


Net 
demand 
deposits 

11,134 
10,980 
11,0138 
10,939 
10,942 
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The Banking Situation 


UNDAMENTAL developments in 
the commercial banking outlook 
during the past month has been the 
gradual transference of the strain grow- 
ing out of increased calls for accommo- 


dation from member banks to Federal re-- 


serve banks. This has given rise to an 
increase of over 100 millions in the bill 
portfolios of Federal reserve banks dur- 
ing the past two or three weeks, notwith- 
standing some fluctuation from week to 
week, while as compared with the aver- 
age low points of bill holdings of the 
past summer the increase is about 250 
millions, or in round numbers 50 per 
cent of the average low-point bill hold- 
ings. 


Movement of Member Bank Accounts 


The member bank situation—that is to 
say the situation in the commercial banks 
in the country as illustrated by the re- 
ports made by members of the Federal 
Reserve System to the Federal Reserve 
Board shows the underlying basis of this 
shift of burden to the Federal Reserve 
Bank. Between the 20th of September 
and the report of October 25 the total 
loans and discounts of about 800 report- 
ing institutions (the number varying 
slightly from week to week), have shown 
an increase of about 300 millions of which 
approximately 135 millions is growth in 
loans and discounts secured by corporate 
obligations and 226 millions an increase 
chiefly in commercial loans. The fact 
that during that time this advance in the 
loans of member banks has been reflected 
in so great an advance in the loans of 
Federal reserve banks is of decided in- 
terest. It is estimated that the loans and 
discounts of the reporting member banks 
represent from 40 to 50 per cent of the 
entire loans and discounts of the System. 

(Please turn to page 68) 


BANKING INDICATORS 


Discount rate at Federal Reserve 


ERE ASS Re 4-4144% 
Commercial Paper in New York Market 
> ee See 4Y-43% 
Reserve Percentage Fed. Reserve System 
EE SE Ee eT ae 76.0 
Reserve Notes Outstanding 
SS ee ae $2,309,000,000 
Bank Rediscounts (with F. R. Banks) 
gt a er $316,267,000 
Sterling Exchange Index Federal Reserve 
Fee 91.04% 
Net Gold Impts. Sept. ........ $28,000,000 
Commercial Paper Rate London (bankers 
three months bills Nov. 3........ 27/16 
Wholesale Price Index (London Econo- 
Ee 193.8 


Reserve Percentage Bank of England, 
cs 8.30 
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Industrial Securities 


POSTUM CEREAL 
Book Value of Stock $16 a Share 


Your opinion of Postum Cereal is desired. 
What is the asset value of the stock? I hold 
some at 75.—W. H. L., Jacksonville, Il, 

Postum Cereal Co. capitalization con- 
sists of $5,500,000 preferred. stock and 
200,000 shares of common stock of no 
par value. Dividends of $8 per share are 
paid on the preferred and $5 a share on 
the common. In 1920, the company earned 
$3 a share on the outstanding common 
stock, in 1921, $7.90. For the first six 
months of 1922, $6 a share was earned. 
The company is in good financial condi- 
tion with a working capital of over $,- 
000,000. The balance sheet of the com- 
pany shows an asset value of about $16 
a share on the stock, but the balance sheet 
only carries good-will and trade-marks at 
$1 which, of course, are worth a good 
many millions. At present levels of 
around 115, however, we regard the stock 
as selling high enough and our sugges- 
tion is that you take your profits imme- 
diately. 


UTAH COPPER 
Strong Financial Condition 


Some years ago I purchased 100 shares of 
Utah Copper at considerably higher prices 
than the present market. When the coppers 
had their big drop in price I averaged by 
purchasing 150 additional shares and the 250 
now stand me about 62, figuring interest on 
my money at 6%. I was anticipating a big- 
ger copper market but am not 80 sure now 
in view of the European situation, 

What do you think? Had I bet- 





SPECIAL REPORT DEPARTMENT 


We have had so many requests for 
special reports on lists of securities 
and for complete analytical reports on 
individual stocks and bonds that we 
have organized a Special Report De- 
partment to handle this work. Charges 
will vary with the amount of research 
work necessary but in all cases esti- 
mates will be submitted. A complete 
report on any stock or bond listed on 
the New York Stock Exchange will be 
supplied for $25. In analyzing lists of 
securities definite recommendations are 
made and desirable switches suggested. 
This new service does not in any way 
interfere with the present free service 
supplied by the Inquiry Department to 
subscribers which entitles them to a 
brief report on any three securities. 











stock. As financial condition, is 
strong, net liquid assets being equal to 
$10 a share, the company is in a position 
to pay out the major portion of its earn- 
ings in dividends. Even should copper 
metal not advance from present levels 
Utah operating at capacity should be able 
to maintain a $4 dividend rate. At pres- 
ent price of 65 we should say an increase 
to a $ rate is pretty well discounted and 
as you can take a small profit on your 
holdings our advice is that you dispose 
of them as we feel that better opportuni- 
ties can be found in other securities. 
Copper stocks a short time ago appeared 
to be in a good position to advance fur- 


very 


ther but we feel that the critical Euro- 
pean situation has made the outlook much 
more uncertain. 


Ss. S. KRESGE 
Profit-Taking Advisable 
What do you think of 8. 


now selling around 184? 
to pay 12%. 


8S. Kresge stock 
I hear it ts going 
Do you believe it will sell up 


to 200? How are the earnings this year?— 
B. L. N., Lexington, Ky. 
The S. S. Kresge Company has not 


made any report of earnings for any 
period during the current year, but sales 
continue to show increases monthly. The 
company is in strong financial condition 
and it was announced that on January Ist 
it would redeem all the $2,240,500 7% 
notes it has outstanding. Earnings are 
sufficient to warrant increase in the divi- 
dend rate but what action will be taken 
in this respect we are unwilling to pre- 
dict. However, it is our opinion that the 
present price of the stock has discounted 
to a considerable extent the favorable sit- 
uation of the company and while it may 
sell at higher prices, we are inclined to 
advise accepting of profits. 


MARLAND OIL 
Will Dividend Be Continued? 


I am very anxious to get your opinion of 
Marland Oil stock, I hold some at about 
present price and in view of the fact that it is 
on a $4 basis and at 37 gives a return of 
nearly 11% on the investment I am consid- 
ering the purchase of additional 
shares. Do you believe that the 





ter close out?—D, A. H., Minne- 


present dividend rate can be main- 





ipolis, Minn. 

As you say the European 
situation does not look at all 
good and undoubtedly this is 
having its effect on the mar- 
ket for copper metal which 
has been somewhat easier in 
price. At present price level 
for copper only the low-cost 
producers are in a position to 
make money and even these 
cannot be expected to show 
more than moderate profits. 
Utah Copper is one of the 
lowest cost producers, making 
its metal at the present time 
for about 9 cents a pound with 
operations at 60% of capacity. 
Full capacity operations would 
still further reduce costs. For 
the quarter ended September 
36, production was greater and 
it is estimated that about $1 





higher. 
months of 1922 $1.94. 


the stock is downward. 


PACIFIC OIL 


Has Long Pull Possibilities but Appears High 


Enough as a $3 Dividend Payer 


I purchased 50 shares of Pacific Oil at 58 as I understood In 
that this company has wonderful possibilities. 
in price has shaken my confidence in the stock and I would 
like to have your advice as to whether or not | should sell 
out.—M, W., Pittsburgh, Pa. 


Pacific Oil was apparently rushed up to levels that were 
not jastified in view of the fact that it only pays $3 a share 
and that an early increase in the dividend is not likely. In 
the past few months there has been an important decline in 
the price of coast crude and this is affecting the earnings 
of the company so that it is by no means sure that the 
three dollar dividend can be continued, especially as it did 
not earn much above dividend requirements when crude was 
In 1921 $4.64 a share was earned and in first six 
We believe that the stock has long 
pull possibilities in view of the large acreage of undeveloped 
oil land that it owns, but believe that the present trend of 
Our suggestion is to sell out as we 
feel that you will be able to get in again at lower prices. 
We are sorry you did not follow the suggestion in the Oct. 
14th issue of the Magazine under the “OUTLOOK” that it 
was time to sell all speculative securities. 
sold out at that time to much better advantage. 


The big drop 


You could have 


tained ?—G. O. H., Ithaca, N. Y. 


Marland Oil Co. has 10 
million funded debt and 937,- 
000 shares of no par value. 
1921, which was an un- 
favorable year, only $1.85 a 
share was earned on the 
stock, as against $6.21 a 
share in 1920. Earnings in 
the current year have been 
on a very favorable basis and 
it is anticipatedethat as high 
as $5 a share will be earned 
on the stock. This, it is true, 
is not a very large margin 
over the $4 rate but the com- 
pany is in comfortable fin- 
ancial condition and can af- 
ford to pay out a good per- 
centage of its profits in divi- 
dends. Company owns in 
whole or in part 207,500 acres 











a share will be shown for the 





of active and undeveloped oil 
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fields in the Mid - Continent H *SERVICE+ SECTION: : stock. At present price of 78 
field, as well as interests in H ; the stock appears high enough 
Louisiana and Texas. It also ae =< —— for a 5% payer but earnings of 
owns 75% of the stock of the the company would seem to 
Marland Oil of Mexico with oil leases of Midcontinent crude has reduced warrant a higher rate and the stock can 
in the Panuco district of Mexico. Total ecarnings somewhat and should these _ be regarded as an attractive specvestment. 
production of the company in Okla- lower price levels continue through The company serves directly or indirectly 
homa now averages 20,000 barrels 1923 it is unlikely that the present divi- 233 cities and towns in the North-Central 
daily, all of which is handled through dend rate will be continued, although part of California, with an estimated 
its own pipe lines to its own refineries. we do not look for any immediate re- population of 1,850,000 with gas, elec- 
Development work this year has been duction in the rate. While we believe tricity, street railway facilities and water 
favorable and it appears likely that the the stock to have possibilities it is de- for power, irrigation and other pur- 
cidedly speculative and not a suitable poses. 


company will be able to steadily in- 
crease its production for some time. 
Of course, the reduction in the price 


security in which to invest heavily. 
(Please turn to page 66) 





Public Utility Securities 


BROOKLYN EDISON 


An Attractive Specvestment 


Do you consider Brooklyn Edison a good 
purchase at present price of about 117. I fol- 
lowed your advice to sell out common stocks in 
the October 14 issue and I 
good 


of your magazine, 


now have funds available to purchase 

stocks on recession in price. As Brooklyn 
Edison has dropped seven points I thought it 
might be a good time to pick it up—dH. U., 


Stapleton, N. 


Brooklyn Edison has been showing up 
very well in earnings, having reported a 
balance equal to $16 a share on the stock 
in 1921. With operating costs lower and 
business increasing the current year is 
expected to be the best in its history. 
Brooklyn Edison has paid its $8 divi- 
dend without a break for the past twenty 
years and the stock is entitled to a high 
rating among common stock investments 
In the past three years there has been 
nearly a 100% increase in gross business. 
It would seem that the company is in a 
position to increase the present dividend 
rate at any time, although we have no 
information as to whether not this is 
contemplated in the immediate future. 
While the stock has had a_ substantial 
reaction the stock market is still in a poor 
technical position in our opinion and 
likely to decline further. Under these 
circumstances we would favor holding 
off a little longer as you may be able to 
get Brooklyn Edison at a still more ad- 
vantageous figure although we _ believe 
the stock to be well worth what it is now 
selling for. 


or 


BROOKLYN RAPID TRANSIT 
Working on Reorganization Plan 


I am interested in Brooklyn Rapid Transit 
securities holdipg some of the stock and the 
7% notes. How do you regard the situation 
at the present time? How will the holders of 
these securitics fare under the rcorganization 
plan? W — you hold or sell?—G. G. L., 
Brooklyn, N. Y. 

Committees repercsenting Brooklyn 
Rapid Transit stock and the 7% notes 
have formulated independent tentative 
plans for reorganizing the system. Joint 
negotiations are expected to begin soon 
and it is hoped that some plan will be 
announced by the first of the year al- 
though this cannot be definitely antici- 
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year 


pated as there are a variety of interests 
to be satished. The 7% notes appear to 
be in a very strong position and it is 
anticipated that the plan will provide for 
their exchange into a long-term bond and 
the payment of the 314% back interest 
due, partly in cash and partly in new se- 
This in our opinion should make 
more than 


curities. 
the notes worth considerably 


the price they are now selling for 93. 
The outlook for the stock is more un- 
certain as stockholders will undoubted- 


ly he called upon to raise a certain amount 
of money, probably by subscribing to 
some new security such as an income 
bond or preferred stock. At present lev- 
els, however, the stock is not without 
speculative possibilities for the long pull 
of B. R. T. have been on a 


as earnings 
very favorable basis. For the year ended 
June 30, 1922, surplus after all charges 


For the two months 
ended August 30, surplus after charges 
was $600,000, an increase of more than 
$100,000 over same period of previous 
year. With traffic constantly increasing 
still better results are to be anticipated. 
Suggest that you hold the 7% notes but 
advise switching the stock into the cer- 
tificates of deposit selling two points 
lower as they will in -all likelihood sell 
at approximately the same price when 
the reorganization plan is announced. 


was over $3,000,000. 


PACIFIC GAS & ELECTRIC 
A Growing Company 


Would be pleased to have you give me a 
brief report on Pacific Gas & Electric. I hold 
some of the common stock.—R. T. 8., San 
Francisco, Cal, 

Pacific Gas & Electric is a rapidly grow- 
ing public utility and there is little ques- 
tion but that it has a bright future ahead 
of it. This does not mean that there is any 
bonanza ahead for the common stock 
holders as the company is subject to the 
jurisdiction of the Railroad Commission 
of California and rates are cut when 
earnings rise above what is considered 
a fair return on capital investment. For 
the year 1921, 8.34% was earned on the 
common stock, as against 6.30% in 1920. 
For the first six months of the current 


5.18% was shown for the common 


THE 


- net 


COLUMBIA GAS & ELECTRIC 
Has Largely Discounted Better Earn- 
ings 
Please let me have your opinion as to the 
advisibility of taking profits at present price 
of 109 for Columbia Gas stock of which I hold 
200 shares purchased at an average price of 
about 80. There is talk of splitting up the 
shares, and I am undecided as to whether or 
not I should wait until this is done.—J. O. P., 

Lansing, Mich. 

Columbia Gas & Electric for the first 
six months of 1922 earned $6 a share on 
its stock and it is likely that at least $12 
a share will be earned for the full year. 
This compares with $8.60 earned in 1921 
and $9.68 a share in 1920. Earnings were 
helped by an increase in gas rates in Cin- 
cinnati granted in November last year 
and lower operating costs. At present 
levels of 109 we feel that the stock has 
rather fully discounted the improvement 
in earnings for it is by no means sure 
that the company will be able to continue 
on so favorable basis. Oper- 
lines are show- 


to operate 


ating expenses in many 

ing a tendency to increase and the effect 
of this may be seen in Columbia Gas 
earnings next year. There is no official 


information in regard to the splitting up 
the stock although rumor has it that 
this will be done. If this is done it may 
cause the stock to advance further but 
we are inclined to the opinion that on 
the company’s record to date the stock 
is selling high enough and as you have 
a very substantial profit our advice is 
that you take it 


ol 


DETROIT UNITED 
Now On 6% Basis 


Your advice regarding Detroit United stock 
is , I hold some at higher prices.— 
A. R. J., John, N. B., Canada, 

Detroit United Railway Co. has out- 


standing a total funded debt of $34,671,- 
500 and $15,275,000 capital stock. For 
the first four months of the current year 
was $1,100,254, as against $376,555. 
The stock is speculative due to the fact 
that the future earning power is de- 
pendent upon an appraisal of the value 
of the properties and as yet the Public 
Service Commission has not rendered 
their report. However, in view of the 
improved earnings and general favorable 
outlook, the directors have resumed the 
dividend which was interrupted pending 
developments as to what valuation would 
be placed on the properties by the Com- 
mission, authorizing disbursements at the 
rate of 6% per share on the stock which 
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value, Class A, 200,000 shares of 
no par value common and $3,- 














is now selling at around 75. We 
ynsider the outlook for the 
ympany sufficiently encourag- 


g to justify holding the stock. 


AMERICAN LIGHT & TRACTION 
Improvement in Earnings 


Please give me some information on Ame? 
Light & Traction.—D. C. C., St. Paul, 
n 


American Light & Traction Co. has 
itstanding $6,000,000 6% gold notes 
ie in 1925; $14,236,200 6% cumulative 
eferred and $28,866,300 common stock. 
r the 12 months ended June 30, 1922, 


the company showed carnings of $4,359, 
879 as against $2,646,447 for the sam 
period in 1921, equivalent to $12.14 
share, as against $5.79 Financial cor 
dition is strong, working capital amount 
ing to over $12,000,000. The manag: 
ment has taken due advantage of the op 
portunity for more favorable operation 
of its public utility interest on account o 
lower and we consider the stock 
a good business man’s holding 


costs, 





New Security Offerings 


MISSOURI PACIFIC 
lst and Refunding 6s 


Do you consider Missouri Pacific 1st and 
inding 6% bonds offered at par a desirable 
stment at this time?—J. M. K., Phila- 
phia, Pa, 


Missouri Pacific Ist and refunding 6s, 
ries D, due 1949, are secured by a di- 
‘t lien on ali the railroad properties 
the company and its equipment, sub- 
t to $127,103,500 prior liens, for the 
tirement of which, at or before ma- 
rity, Ist and refunding bonds are re 
rved. The refunding bonds are a first 
n on 3,354 miles and a refunding lien 
the remaining 3,340 miles. In 1921, 
ome applicable to interest on this issue 
is $7,852,000, as against interest rc 
irements of $2,754,000. On August 31, 
22, current assets, without including 
249,695 materials and supplies, exceed- 
current liabilities by $10,432,895. The 
mpany held as part of its current assets 
4,861,000 United States Government 
tificates and New York City Warrants. 
e regard this bond as a desirable in- 
stment at the offered price of 100 to 
ld 6%. 


/ 


U. S. PUBLIC SERVICE CO. 6s 
Another Bond Suggested 


have $2,000 to invest in a good bond and 
considering United States Public Service 
bonds which are being sold at a price to 
n 6.2%, which return is satisfactory to 

Would like a brief report on this 
ity. Is there some other bond you would 
*" more with as good a return?—E. N. J., 
len, N. J. 


nited States Public Service Co. Ist 

1 6% bonds are secured by a Ist lien 
properties estimated by the company 

be worth approximately twice the to 
funded debt. Earnings for the twelve 
nths ended August 31, 1922, were 
ut 2.7 times the total interest charges 
luding the present issue. The com- 
pany owns public utility properties sup- 
plving 36 cities in agricultural and indus- 
trial sections in Missouri, Texas and IIli- 
is with electric and gas service, serv- 
a population of about 150,000 \ 

re attractive bond in our opinion is 
South Porto Rico Sugar Ist mortgage 7s 
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selling on the New York Stock § xchange 
at 100 to yield 7% ii held to maturi 
ty, 1941 


NEW ORLEANS PUBLIC SER- 
VICE 5s 
High-Grade Investment 


Inc. 5* 
Mankate 


You ypinion is desired of the rec 
ing of New Orleans Public Service, 
bonds at 90 to yield 5.7% Go. Fu 
Mich. 


New Orleans Public Service Inc _ 
ries A, Ist and refunding 5s are secured 
by direct mortgage lien or through pledge 
of collateral, subject to only $11,133,000 
underlying bonds, on properties which 
will have a value, after giving effect to 
the present financing, of $51,000,000, as 
determined in accordance with a rate set 
tlement with the City of New Orleans 
This settlement provides that rates may 
be established to enable the company to 
earn 714% on this valuation and the addi- 
tions thereto, after taxes and 
for renewals and replacements 

Net revenues the past 
have averaged 234 times the interest on 
the bonded debt including the present 
issue. For the 12 months ended August 
31, 1922, net more than four times 
the interest charges. The company con 
ducts the entire electric light, gas and 
street railway business of New Orleans 
and vicinity. These bonds can be re 
garded as a high-grade investment. 


reserves 


for six years 


was 


NEW YORK AIR BRAKE 
$4 Class A Stock 


I am contemplating the purchase of s& 
New York Air Brake Class A stock but before 
doing 80 would like to have your op oO of 
this security W. F. J., Chicago, Til. 


New York Air Brake, Class A, stock 
is entitled to cumulative dividends of $4 
per share per annum and after the com- 
mon stock has received $4, both classes 
share equally per share in any additional 
dividends. Class A stock is redeemable 
in whole or in part after January 1, 1926, 
at $60 a share. It is convertible into com- 
mon stock share for share. Capitaliza 
tion of the company, including this issuc 
follows: 100,000 shares of no pas 


iS as 





For many 
has been 


000,000 funded debt. 


years this company 
one of the largest manufacturers of air- 
brake equipment for locomotives, passen 
ger and freight cars. Net tangible assets, 
exclusive of patents, good will, etc., as of 
June 30, 1922, were equal to $100 a share 
on the Class A shares and working capital 
alone was equal to $48 a share. Net in 
for the past ten years has averaged 
times dividend requirements on the 
\ stock and for the 9 months ended Sep 
tember 30 (last three months partly esti 
mated) were 2.2 times dividend. Pres 
ent volume of unfilled orders is the larg 


come 
»Q? 


est in the company’s history. Sales for 
September were $817,000, the largest 
month’s airbrake business in the com 


Current business is re 
showing an 


At the offered price of 51 the 


pany’s history. 


ported as even greater in 


crease 

Class \ stock gives a very attractive 
vield, 78%. <As the present dividend 
seems reasonably secure and there is a 


good chance of a higher rate in periods 
of prosperity we regard the A stock as 
an attractive specvestment 


CITY OF OTTAWA 5':s 
High-Grade Canadian Municipal 


lio lo you rate City of Ottawa, Out oO 
Sle bonds recently offered to da littl 
over 5% ?—J. G. G., Brooklyn, N. ¥ 

City of Ottawa 5%% serial gold bonds, 


1923-1952, is a high-grade Canadian 
municipal issue and can be regarded as a 
gilt-edge investment Principal and in- 
terest is payable in gold in New York 
Ottawa has a population of over 100,000 
and is served by nine lines of railway as 
well as water transport. Net funded debt 
is $9,179,893 which is small for a city of 
the size and importance of Ottawa. The 
short maturities of this issue offer a very 
desirable investment for funds that it is 
desired to keep in a liquid condition, 


due 


CONSUMERS POWER CO. 5s 


Yield 5%% 
Would like to have your r of Ce 
sumers Power Co 5% bonds Ss L. O., 
Lawrenceburg, Ind. 


$14,000,000 Ist 
duc 


Consumers Power Co 
lien and unifying bonds, Series C, 
1952, is a high grade public utility issuc 
and a conservative investment. The com 
pany operates in lower Michigan 
serves with gas and electricity one of the 
most important industrial 
the country with an estimated population 
of 775,000. For the past ten years earn 
ings have averaged 234 times bond inter 
est and in each of these years interest 
was earned at least 214 times which in- 
dicates a very steady earning power. The 
value of the property is largely in ex 
cess of the outstanding bonds, which «a: 
ollowed by 32 milli ] 
dend-paying stock 


and 


sections ol 


par value di 
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Business Revival Continues 


Seasonal Slack in Some Industries—Demand Generally Strong 





STEEL 








Market Less Active 


DVERSE influences, which have 
A marked the course of the iron and 
steel industry during the past few 
months, are still at work. The fuel 
scarcity reached its climax in August, 
but in spite of the larger production 
of coal following’ the ending of the 
miner’s strike, there has been little op- 
portunity to rebuild depleted reserves. 
Shortage of freight cars has been a 
more recent development tending to 
interfere with production by limiting 
the proper movement of raw materials 
and finished steel and, finally, the labor 
situation begins to loom up as a major 
difficulty. 
Inasmuch as a larger supply of roll- 
ing stock is the key to the freer move- 
ment of both coal and steel, relief from 








COMMODITIES 
(See Footnote for Grades Used and Unit 
of Measure) 





High Low Last* 
Steel (1)....... $40.00 $28.00 $40.00 
Pig Iron (2).... 34.00 17.75 29.50 
Copper (3)...... 0.14 0.1254 0.18% 
Petroleum (4)... 3.50 3.00 3.00 
Coal (5)... . 8.75 1.75 3.45 
Cotton (6).. 0.243, 0.17 0.24% 
Wheat (7).... 1.46 1.01% 1.22 
Corn (8)..... 0.7834 0.47 0.68 
Hogs (9)....... 0.105¢ 0.08 0.0954 
Steers (10)..... 0.10 0.08% 0.10 
Coffee (11).... 0.11% 0.09% 0.10% 
Rubber (12).... 0.2334 0.1834 0.2256 
Wool (13). 0.57 0.45 0.56 
Tobacco (14).... 0.20 0.18 0.18 
Sugar (15)... 0.0554 0.03% 06.05% 
Sugar (16)... 0.07 0.0434, 0.07 
Paper (17)...... 0.04 0.03% 0.04 

* Nov. 1. 


(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (8) Electrolytic, 
c. per pound; (4) Pennsylvania, ope bar- 
rel; (6) Pool No. 11, § per ton; (6) os 
New York, c. per pound; M@ No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Light, Chicago, 
c. per lb.; (10) Top, Heavies, Chicago. 
c. per Ib.; (11) Rio, No. 7, Spot, c. per 
Ib.; (12) First Latex crepe, c. per Ib.; 
(13) Ohio, Delaine, unwashed, c. per Ib.; 
(14) Medium Burleigh, Kentucky, c. per 
lb.; (15) Raw Cubas 96° Full Duty, c. per 
Ib.; (16) Refined, c. per Ib.; aay News- 
print per carload roll, c. per Ib. 




















the present shortage would smooth out 
the first named difficulties. For that 
reason the easier condition which has 
lately become evident is of consider- 
able importance to the steel industry, 
more particularly since it is probable 
that the railroad situation will grad- 
ually improve. 

The labor problem may not be so 
readily overcome. Expanding indus- 
trial activity has already taken up the 
slack in the labor supply and competi- 
tion for workers threatens to become 
very keen. The country’s present pol- 
icy with respect to immigration is a 
factor of the highest importance to in- 
dustry in general, since no relief from 
the growing shortage of common labor 
can be expected until there is some re- 
laxation in the immigration laws. Un- 
der these conditions, a further advance 
in steel company wages seems almost 
inevitable. In that event, it is likely that 
stecl-company earnings would not be 
very impressive. 

Meanwhile, ignoring railroad pur- 
chases, generally quiet conditions char- 
acterize the present situation in iron 
and steel. Seasonal decline in building 
and automobile production are respon- 
sible for a considerable falling off in 
demand and it would appear that the 
softer tone of prices has tended to re- 
strain aggressive buying by other in- 
terests, on the theory that stability will 
occur at a level below the prevailing 
quotations. This attitude is partly jus- 
tified by the downward course of coke 
market with its attendant reduction in 
manufacturing cost of iron and steel. 
As suggested in previous reviews, how- 
ever, too great expectations with regard 
to lower prices are apt to be disap- 
pointed so long as the prospect of re- 
duced wages remains remote. 

Viewing the situation broadly, it ap- 
pears that the immediate trend will 
continue along present lines, with de- 
mand quiet and prices seeking stability 
on a slightly lower basis. Production 
for the industry as a whole should con- 
tinue around 70% of capacity, the 
current rate, until there has been a 
material improvement in the transporta- 
tion situation. This rate may, how- 


ever, be considered satisfactory, when 
it is recalled that the high point of 
June was 75% and the low of August 
50%. 








COTTON 












Position Remains Strong 


The broadening demand for cottor 
goods and increasing production fol 
lowing the ending of the strike in New 
England, has forced the mills into the 
raw material market, aggressive buying 
being warranted by growing demand 
for cloth. At the same time, the export 
movement has shown some betterment 
European buyers havirg entered thc 
market more freely since the fact of a 
small crop has been definitely estab- 
lished. 

The unusually rapid rate at which 
mill interests have lately been taking 
the crop from the farmers at rising 
prices has undoubtedly stimulated a 
broadening speculative demand which 
has aided in carrying the price of cot- 


(Continued on page 77) 








THE TREND 

STEEL—tTransportation and fuel sit- 
uations slightly easier and tending 
to improve. Railroad buying fea- 
tures a demand which is otherwise 
quiet. Prices softening. Labor 
shortage hampering the industry, 
suggesting further wage advances. 

TOBACCO—Leading companies reduce 
wholesale prices of cigarettes. In- 
creasing consumption and hence 
greater volume of production an 
offset to the reduction. Trade pre- 
paring for heavy holiday business. 

BUILDING—Activity tapering off in 
conformity with seasonal in- 
fluences, but volume of construc- 
tion likely to continue much 
greater than last year. Material 
prices remain firm. 


SHIPPING—Ocean freight rates below 


level of 1913. Early improve- 
ment does not appear in prospect. 
Outlook for American shipping 


rather dubious. 
COAL—Transportation conditions lim- 
iting factor in production. Buy- 
ing moderate in expectation of 
freer supply but reserve stocks in 
consumer hands are low. 
SUMMARY—Industrial activity contin- 
ues to gain slowly but steadily, revival 
becoming more general throughout the 
country. Situation has spotty appear- 
ance, however, as seasonal slackness 
in the motor, tire and building indus- 
tries, together with lull in steel buying, 
grows more pronounced. Production 
in other lines is expanding as the de- 
mand for goods broadens. Prices are 
still tending upward but the rising trend 
of wages and raw materials is unfavor- 
able to large profits in many cases. 
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lear France: 

I note that Temps is at it again. 
emps sounds to me like some kind of 
liver pill, but I understand it is the 
ime of a newspaper. Anyhow it is 
lways picking on the Udryted States 
; Sahara and I am getting tired of it. 
liown here in Washington I am in a 
sition where I can pick up a lot of 
formation and I can assure you that 
om what I hear this country is get- 
ig pretty peeved at these slams. 

I see where Temps now says it is a 


iestion whether the discovery of 
merica was of any benefit to the 
rid. It hints that Europe might have 


en better off if America had never 
en opened up. I’m thinking, how- 
er, that when you let out a yelp for 
Ip when you had your backs and 
icardi to the wall a few years ago you 
suld have been very annoyed if there 
id been no country like the United 
states to get your message. 
I have a hunch that you would have 
en all upset if you had asked America 
r assistance and had got an answer 
like this: 


Replying to yours of the 15th inst. in 


e war, troops, loans, etcetera, we beg 
to state that we have shut up shop. 
Only a few days ago we decided that 


Columbus had made a big mistake in dis- 
overing our country and we immediately 
oted to close it up and forget it was 
er discovered. 

Anyhow we could not be of much help 
to you in winning a war as we have 
othing to give you but cochineal, indigo 
ud a few cocktail recipes. 

However, we hope you win the war. 
fest regards to England and Italy and 
he other Allies and with very many re- 
rets that we grew up to be such an oil 


Very truly yours, 
Uncle Sam. 
\ reply like that would have jarred 
ua bit. Am I right? On the level, 
ance, old dear, why don’t you muzzle 
this Temps party? We pitched in and 
lil what we could to help you in a pinch 

1 now you let this paper turn around 

l say we gave nothing to civilization 
except cosmetics and cocktails. You 
forget we also gave the world the lolly- 

), the nut sundae, chewing gum and 
ncar-beer. And we turned out a com- 

dity called doughboy that was pret- 
ty good stuff. You ordered a lot of it, 

we remember correctly. America 
also turns out a product known as 
lucre, which you seemed to care a lot 
for, too. At least you took all we would 
lend you and you haven’t shown any 
speed about giving it back. 

It would be just as sensible for us to 
shout that all France gave the world 
was French pastry and that the chief 
contribution of Paris to civilization was 
the Paris Garter. What I can’t under- 
Stand is why France don’t go to some 
good veterinarian and be treated for 
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'A Reply to France by Laddie Boy, 
The Whitehouse Airedale 


(By H. I. PHILLIPS) 


the rabies right now before the case 
goes too far. It seems to me she is 
raising more trouble in Europe. today 
than Germany ever raised in time of 
peace, and I am thinking that perhaps 
she was bitten by the kaiser or some- 
thing. 

During the war France was shouting 
pretty things about the safety of the 
world, the rights of small nations, the 
triumph of might over right, and so 
forth. I got the idea France was a 
great little human being and a good 
pal. I got my first shock when I got 
up one morning and beheld this same 
France as the champion of the Un- 
speakable Turk. I had to read the 
paper twice to believe my eyes but 
there was'no doubt about it: France 
was championing the return to Europe 
of the Turk—the Turk who has a record 
as the champion atrocity specialist of 
the world—and working against Greece, 
the country of civilization and the 
classics. 


Well, France won and the Turk is 
back in the fold with his full massacre 
rights restored. And now (this is what 
hands me the big laugh) France turns 
around and begins slamming the United 
States and saying, while fondling Tur- 
key with one hand, that America has 
never done anything worth while and 
should be given the bum’s rush. 


On the level, I’m dizzy trying to 
reconcile the actions of France today 
with her actions when she was in a 
hot spot crying for help. Would you 
mind dropping me a letter and letting 
me know just what it all means? And 
would you mind crowning the editor of 
Temps with a coal shovel as a special 
favor to America? 


It will be to your own interests to 
put on the soft pedal, old thing. Other- 
wise when you get into another war 
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A HAT THAT WAS MADE IN CERMANY 
Kirby in the New York World 


and ask us for help we may respond by 
sending you a few thousand boxes of 
cosmetics and a boatload of recipes for 
synthetic gin. 

Regards to all the folks. 

Laddie Boy, 
Washington, D. C. 
Cable Address—Dogkennel. 


LATEST CABLE NEWS FROM 
OUR LATE ALLIES 
The Times will say editorially 


generally ad- 
is all a 


London 
tomorrow: “It is now 
mitted that the United States 


horrible mistake and should be eradi- 


cated. Its women have no souls. Its 
men have nothing but runover heels. 
President Harding is nothing more 


than a fair cornetist out of steady work 
with the Keith circuit. All that Amer- 
ica has contributed to civilization is the 
one-way check book and the monthly 
billing device. 

“There is coming to be among re- 
fined people a feeling that Columbus 
should have been shot for suggesting 
a trip to the west. As a matter of fact 
the greatest mistake in world history 
was made when the early Britons did 
not pass a law making it a crime for 
any navigators to do any sailing what- 
soever except in the immediate vicinity 
of the British Isles. 

“Much as we feel that 
a perfect duffer and an 
bounder we intend to ask for another 
billion-dollar loan next Tuesday.” 


America is 
impossible 


seriou ly 
America 
nation or 


today 
whether 


Paris—The Figaro 
raised the question 
should be recognized as a 
just regarded as some sort of an 
demic or rash. It charges that General 
Pershing spent all his time in France 
doing embroidery work and that Amer- 
ica only sent two soldiers to France, 
both of whom left the army and went 
into the millinery business. The Figaro 
says: 

“President Poincaré when 
viewed today regarding America said: 
‘She was a good country when she had 
it . . . but just now France has most 
of it.” 


epi- 


inter- 


Rome—The Italian Herald-Dispatch to 
day charges that the United States en- 
tered the war for the moving-picture 
interests. “Now that the war is over 
we feel safe in saying that America is 
a bust and always has been,” the ar- 
ticle states. “We shall stick to this 
opinion until we get dragged into an- 
other war and need some money!” 
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Livermore's Methods Analyzed 


How He Makes His Commitments and Limits 


His Risk—His Minimum Prospective Profit 


By RICHARD D. WYCKOFF 





sees an oversupply, 


make money in securities. 





very important contribution to stock market literature, as Mr. 
obtained, not by active trading, but by a careful study of the factors which influence the market, trade reviews, | 
and analyses of corporations, all of which are found regularly in The Magazine of Wall Street. | 


And just as legitimately, when he fore- 


Note.—What interests us in presenting this series is that Mr. Livermore, with a natural and developed genius for 
reading the tape, made his success in buying and selling securities only after he became a spec-vestor. 
operations are conducted just as are those of a merchant who, accurately foreseeing future demand for certain goods, 
purchases his line and patiently awaits the time when he may realize a profit. 
he contracts to deliver in future goods which he believes will then be purchasable at lower prices. | 
The outstanding value of this series is that it tells the average business man, who number 87% of our readers, and with | 
whom both investment and spec-vestment are necessarily side lines, that one need not be a stock market genius to | 
While few people are by nature gifted to become great operators, this series should be a_ | 
Livermore's methods prove that the best results may be 


His principal 





T IS common practice in Wall Street 

to buy a stock because some one tells 

you it is going up, without regard to 
the relative risk or the size of the 
anticipated profit. That this is a grave 
mistake has been proven in thousands 
of instances during many years of Wall 
Street history. There were doubtless 
people who bought New Haven at $250 
per share because they either believed 
or were informed that it was going up. 
Few of them would have been con- 
vinced if some one had told them at 
the time that they were risking nearly 
$25,000 for a possible profit of $1,000 or 
2,000. 

If an operator could trade in stocks 
without danger of loss there would be 
no object in endeavoring to ascertain in 
advance what the size of the profit 
might be; but so long as losses are in- 
evitable and should be considered as 
part of the operating expenses, just 
as commission, revenue tax and interest 
are operating expenses, the estimated 
profit becomes a very important factor 
in successful trading. 

It is almost an appalling fact that the 
practice of the public is to accept a 
profit of two or three points, but to 
stand for a loss ranging from ten to 
thirty points, and sometimes fifty or a 
hundred points. This means that the 
public reverses one of the first princi- 
ples in successful stock trading which 
is: Cut your losses and let your profits 
run. 

Nearly all the successful operators of 
the past fifty or sixty years have adopt- 
ed and preached this principle. It was 
a by-word of Jim Keene’s; it was fol- 
lowed by Cammack; it was practised by 
Dixon G. Watts, who was one of the 
most successful cotton speculators ever 
known; it was advocated by E. H. Har- 
riman, who was once a floor trader, and 
who said: “If you want to be successful 
in trading, kill your losses; try to keep 
them down to three-eighths of a point 
but never risk more than one point.” 
(Of course, Harriman said this from a 
floor trader’s standpoint; such close 
trading is not possible to anyone who 
pays commissions and trades from an 
office.) 


6U 


These great operators also followed 
the rule of letting their profits run. 
Many of them pyramided their profits, 
which is the same thing more intensive- 
ly applied. 

Jesse L. Livermore learned both 
these rules in bucket shops, where in his 
earlier years he learned how to trade. 
In these establishments only two points 
margin were required, and, when this 
slender margin was wiped out, he had 
documentary evidence that his judg- 
ment was wrong when he made the 
trade. This experience drilled into him 
both the advantage and the necessity 
of cutting losses short and taught him 
a lesson he has never forgotten, al- 
though, like everyone else, he occasion- 
ally departs from his customary prac- 
tice. 

“What I try to do,” said he, in ex- 
plaining to me his methods, “is to make 
my original commitment as close as I 
can to the danger point. After making 
it I watch to see if that danger point is 
approached; or I may close the trade out 
sooner because I think I am wrong; but 
once the stock moves several points 
away from the figure where I bought 
or sold it, I pay little attention to it until 
it is time to close the trade.” 

He seldom risks more than a few 
points, which means that the closer to 
the danger point he can start his op- 
eration, the less he ventures. Dealing 
in large lots of stock, he cannot slip in 
and out of the market as easily as a 
small trader whose hundred share lots 
are unnoticeable in the transactions of 
the moment. If what he calls his danger 
point be 50, he would begin buying 
somewhere between that figure and, say, 
55. He cannot, like a small trader, place 
a stop order or limit his risk to a definite 
figure; but if he sees that his original 
judgment was in error, he will either 
sell at the market or wait for a strong 
spot on which to close out his line. 

The relation between the amount of 
his theoretical risk and the size of his 
minimum anticipated profit, is a very 
interesting point and one which most of 
the public seems to overlook. Operat 
ing in stocks being a business or a pro- 
fession in which a series of transactions 





results in a certain percentage of losse 
and profits, it is the operator’s purpos: 
to have these profits exceed losses after 
payment of all expenses incidental t 
the business. It is for this reason, Mr 
Livermore tells me, that he never make 
a trade unless he sees at least a proba 
ble ten points profit. Of course, man) 
of his profits are much larger than this 
I have stated one instance where hi 
profits on a large line ran into fifty 
points, compared with which the fev 
points which he risked on the origina! 
trade were small indeed. But in setting 
a minimum of ten points as his objec 
tive, it will be that he is leavin; 
room for one or two losses out of thre 
trades, without extinguishing all th 
profit he endeavors to secure on th 
third trade. 

I do not mean by this that he is ai 
active trader, for as I have explained 
he usually takes a position and wait 
for an important swing. If he does no 
get it and the stock does not respon 
to the influences which should be effex 
tive, he concludes that he has made a 
error, either as to the stock or its dire« 
tion, or the time at which the trad 
should be made. The point is that h 
usually makes a practice of cutting hi 
losses according to the well-tried ruk 
and when a stock does move in his favor 
he lets his profit run until, in many i1 
stances, it reaches sizeable proportions 
The ratio of profit, measured in points, 
is therefore greater than ten to thre 
or ten to five. The original risk on 
trade may have been, say, four points, 
although it may show a profit of twenty 
points—a ratio of two to ten—or even 
more than that 

Like everyone else, he has 
periods wherein his judgment is below 
par and he is obliged to take frequent 
losses; otherwise he would be the most 
successful operator of all time; but as 
he is, after all, only human, with judg- 
ment highly developed but not infalli- 
ble, he treats such transactions as part 
of the day’s work and strives to have 
them few enough to yield a balance « 
the right side of the ledger. 

Take the methods followed by a1 

(Please turn to page 90) 
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BIG-SIX SEDAN (Special) $9 750 f 


Completely equipped as illustrated 





paAave your Office half an hour early this 
afternoon and on the way home stop 
at the Studebaker showroom. 

Ask the dealer to show you the Big-Six 
Sedan. Stand off and get a three-quarter 
view of it. Note how its striking beauty 
is set off by the sparkling radiator jacket. 
Step inside and relax in the nine-inch seat 
cushions. Note the great roominess and 
the completeness of the equipment. 

Take a ride behind its 60-horsepower 
motor. Take the wheel yourself. Put it 
to any test—every test. Try its accelera- 
tion, speed, power. Ask yourself if you 
ever handled a car that steers so easily— 
that seems to respond with just what you 
want, when you want it. 

You will agree that the Big-Six Sedan 
rivals the highest priced cars in every ad- 
vantage that decides lasting satisfaction. 

It is built of the finest materials and 
most skillful workmanship, and possesses 


many features that are either exclusive or 
unusual. These include a trunk at the 
rear that is easily accessible because the 
two spare disc wheels (complete with cord 
tires and tubes) are mounted on the front 
fenders; motometer; nickel-plated bump- 
ers, front and rear; heater; automatic 
windshield wiper and rear-view mirror. 


This Sedan is a good investment because 
of the saving in the initial outlay and the 
moderate cost of operation. It sells for 
$2650, equipped as illustrated. The price 
is possible because Studebaker builds three 
distinct models with only one manufac- 
turing and marketing cost and because 
middlemen’s profits are virtually elimi- 
nated. No matter what you pay for a car, 
you won’t find greater satisfaction. 


The Studebaker Big-Six Sedan has well 
merited the name it bears; a name which 
for 70 years hasstood for unfailing integrity 
and honest value. 


Nickel-plated radiator shell. Motometer and ornamental radiator cap. Automatic windshield wiper 
Rear-view mirror. Heater. Handsome nickel-plated bumpers, front and rear. Spacious trunk with 
cover. Two extra wheels (complete with tires and tubes) carried on front fenders. Ventilator in cowl. 
Thief-proof transmission lock. Upholstery of rich mohair velvet plush with top lining and floor carpets 
to match. Artistic coach lamps. Opalescent corner reading lights, dome light and courtesy light. 
Three-piece rain-vision windshield. Jeweled eight-day clock. 





MODELS AND PRICES—f. o. b. factories 








Roadster (3-Pass.).... 975 


Coupe-Roadster 
(2-Pass.)..................1325 


Sedan 1550 | Sedan. 








LIGHT-SIX SPECIAL-SIX BIG-SIX 
5-Pass., 112° W. B., 40 H. P. 5-Pass., 119° W. B., 50H. P. | 7-Pass., 126° W. B., 60 H. P. 
Touring ...... $ 975 | Touring wee $1275 | Touring . . -§1750 


Roadster (2-Pass.)....1250 
Roadster (4-Pass.)....1275 
Coupe (4-Pass.)........ 1875 


Speedster (4-Pass.) 1835 
Coupe (4-Pass.)...2400 
Coupe (5-Pass.)...2550 
2050 | Sedan (Special). ..2750 











Non-Skid Cord Tires, Front and Rear, Standard Equipment 


THE STUDEBAKER CORPORATION OF AMERICA 
South Bend, Indiana 
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Activities of the 





Investors’ Vigilance Committee 


Cooperating With the Chambers of Commerce, Busi- 
ness Organizations and “The Magazine of Wall Street” 


By RALPH W. BUDD, Manager I. V. C. 


N the last issue of THE MAGAZINE OF 


WALL STREET we gave you a brief: 


outline of the plan under which the 
INVESTORS’ VIGILANCE COMMIT- 
TEE, cooperating with the Business Or- 
ganizations of the country, was function- 
ing. We told you what was the part 
played in this plan by the local organiza- 
tions. So that you may fully understand 
our workings from all angles, we will 
give you an idea of what this Committce 
does for the cooperating agencies. 


We give them: 


Complete analyses and reports on any 
security selling or promotion scheme 
offered in any local community. 

Advance notices, by means of bulletins, on 
any so-called fake or fraudulent, value- 
less or near valueless propositions de- 
tected in any community. 


Free access to all information contained 
in the files of our Clearing House De- 
partment maintained at the Headquar- 
ters of this Committee. 


Complete reports on any industrial pros- 
pect applying to local Business Organiza- 
tion for financial assistance in the mat- 
ter of plant location. 


Blanks for the reporting of information on 
securities or for requesting information 
thereon. 


Posters for display in local institutions 
warning the public to “Investigate be- 
fore Investing.” 


Individual membership cards for the mem- 
bers of local business organizations ad- 
vising salesmen selling stocks, bonds, or 
other investment securities, that personal 
interviews will not be granted unless 
their propositions have been duly pre- 
sented and released by the Local Vigil- 
ance Committee. 


Reprints from time to time for circulation 
to their membership or for reproduction 
in local newspapers. 


Copy for advertisements to be run by 
them in local papers in special cam- 
paigns on investment subjects. 


One year’s subscription to “The Magazine 
of Wall Street,” which has donated a 
page in each issue for setting forth the 
work of our Committee, 


Business organizations in nearly every 
State in the Union have written us signi- 
fying their desire to cooperate. Each mail 
brings us additional members who realize 
the value of the service we are render- 
ing in this nation-wide movement to elim- 
inate dealers and peddlers of valueless or 
near valueless securities. 


A Typical Instance 


A case which brought to mind the value 
of our service on a national scale, was 
when one of our investigators was call- 
ing upon the Treasurer of a Savings Bank 
in a certain eastern city. The Treasurer 
has just made the statement that the laws 
of their State were such that the inves- 
tors were pretty well taken care of. At 
that moment he was approached oy a la- 
62 


boring man who wanted a small mort- 
gage loan on the home it had taken him 
years to own. Investigation brought out 
the fact that he wanted to purchase a 
stock interest in a proposition that had 
been offered to him, whereby he could 
triple his money. According to the pros- 
pectus submitted to him he would soon 
be riding in his own car, his mortgage 
which he wanted to take out would be 
paid off, and a balance would soon accu- 
mulate to take care of him and his fam- 
ily in his old age. 

The proposition submitted to this work- 
ing man was immediately recognized by 
our investigator as one of the most dar- 
ing of current promotion schemes. 

The banker asked the customer to wait 
a day for his answer, our Headquarters 
was wired to for a report which came 
in twenty-four hours. The full facts in 
the case were presented to the banker, 
the customer was convinced and a more 
appreciative man could not be found. 
His home had been saved, the banker was 
convinced of the value of our services, 
and today the Business Organization in 
that city has saved thousands of dollars 
for its citizens by its cooperation with us. 

In this case, the banker thought that 
the laws in his State protected them. But 
they didn’t. The banker as well as the 
investor needed guidance. 

Unfortunately your own State authori- 
ties may not be in a position to help. 
Each mail brings to citizens of your State 
thousands of pieces of promotion litera- 
ture over which your own State authori- 
ties have no control. 

Many people have said that it was up 
to the authorities to protect the public 
from this or that scheme. True, but if 
there are no laws covering the prosecu- 
tion of many of these cases, on what can 
the authorities act? In one city today 
the Postal authorities have over one thou- 
sand cases waiting investigation with 
only ten Inspectors available to handle 
them. 


Misrepresentation 


The literature sent out by these pro- 
moters of fake, fraudulent, valueless or 
near valueless propositions, contain cer- 
tain statements, but are they misrepre- 
sentations or show an intent to defraud? 
Usually an attorney has passed them so 
as to avoid technical infringement on the 
law. They are often so worded as to in- 
cur no legal penalty. These promoters 
are shrewd enough to let the reader sup- 
ply the very word they don’t dare print. In 
most cases the reader, if he becomes in- 
terested in the bunco proposition, reads 
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the cleverly worded advertisement or cir 
cular as a definite promise, invests his 
hard earned savings, and then regret 
when he investigates after he has in 
vested. 

In past issues of THE MAGAZINE 0 
Watt Street, we have given you the 
“dope” on certain industrial and oil pro 
motions, or so-called investments. Ther 
are many people today who will tell you 
to put your money in real estate, that it 
is the only safe investment. Perhaps they 
are right, but you want to be sure wher 
that real estate is located. 

There is traveling about the country 
today an exhibition car sent out by th 
Indian Land Service Association of Po- 
teau, Okla. This outfit may pull into your 
local station, advertise in your local pa- 
pers that they are there and that your 
chance to buy United States Government 
Indian Land Equities in Southern Okla- 
homa has arrived. They state that the 
properties are located in the Mid-Conti- 
nent Oil Belt, lands are obtainable in dif- 
ferent size tracts for five to ten dollars 
per acre, on long-time easy payments, 
that patents are issued by and payments 
made to the United States Government. 

The wording of the advertisements is 
such that the casual reader is led to be- 
lieve that he is dealing direct with a Gov- 
ernment project, that money invested in 
these lands are paid to the Government 
and that he gets a chance to own what 
some day may turn out be an oil field 
that will turn his few $5 an acre dirt into 
a golden flow of what the sellers usually 
call liquid gold. 

In the case of this outfit, however, 
things are different. According to infor- 
mation received from the authorities at 
Washington, under whose jurisdiction the 
Indian Land Affairs come, they state “the 
concern is a private enterprise, and is in 
no way connected with the United States 
Government. No agent connected there- 
with is an employee of the Government, 
nor is he authorized to sell Indian Tribal 
lands in Oklahoma, or any other State.” 


This page has been donated by Tue 
MAGAZINE OF WALL Street for the ex- 
press purpose of presenting regularly the 
work of the Investors’ Vigilance Com- 
mittee, with whom we are cooperating in 
conjunction with the Chambers of Com- 
merce and other Business Organizations 
of the Nation. 

The statements contained herein are 
not guaranteed but are based upon in- 
formation which we believe to be aces- 
vate and_reliable.—Editor. 
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9 To Those Executives Who 
Read This Magazine! 


You are one of forty thousand big 
business men who make up our reader- 
audience. 





ADVERTISING 
SCHEDULE 











If Your Concern Manufactures— 
cir 


ts ‘if AUTOMOBILES OR ACCESSORIES 

_ MOTOR TRUCKS 

OH OFFICE APPLIANCES 

‘ee LABOR SAVING DEVICES 

pro FACTORY MACHINERY 

in ANY EXPENSIVE COMMODITY 

he THAT 1923 ADVERTISING SCHEDULE! you cannot afford to overlook this medium. 
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4a Consider the Immense Possibilities of the Field 


Po- 


—<¢ @ This Publication Covers! 














pa- i 
‘our | 
ent The average income of its readers is over $7,000.00 
kla- | per annum. The largest income average of any 
the publication in America over ten thousand in circu- 
= lation. 
dif- * . . . . 
lars The largest circulation in the country of any publication 
nts, with a subscription price over $6.00 per year. 
oy 51% of its readers are executives of manufacturing plants. 
i 27% of these are presidents of Corporations. 

be- 489, of its readers serve on Boards of Directorate. 

oe They serve on 34,454 Boards. 
ont 24% of these are Directors of Banks. 
hat Over 9000 Bank Officials are subscribers. 
~ 62% of its readers own their own homes. 
ally Over 70% are consulted in determining the purchases of 

, their concerns. 
yer, 66% of its readers own one or more automobiles. 

or- Their firms use 44,781 trucks. 

at 

the Tire Consumption nearly 300,000 yearly. 

the 26% of our readers do business with foreign Countries. 
in [ 

tes This publication not only controls a tremendous buying power, but is a unique medium for those corporations 
re- whose securities are listed on the Exchange. Every one of its readers is an investor, and your sales message 
nt, reaches him at a time when he is seeking investment information. When you advertise your commodity in our 
bal pages you promote confidence in the securities of your company. 
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Odd Lots 


Send for our booklet, 


“Odd Lot Trading”’ 


John Muir & (0. 


Members New York Stock Exchange 
61 Broadway 


26 Court St. 


New York Brooklyn 



























Our Market Letter 


Contains 


1. Comprehensive dis- 
cussions of the 
fundamental condi- 
tions affecting se- 
curity prices. 


2. Analysis of partic- 
ular securities. 


3. Investment sugges- 
tions. 


Published every two weeks, 
it constitutes a valuabl« 
service to the stock and 
bond buyer. 


Current issue on request 


SHONNARD & CO. 


Members of N. Y. Stock Exchange 


120 Broadway 


Hotel $t.Andrew—72nd St.&B'way | 


New York 

































Pre-War 
Period 
1909-13 
RAILS: High Low 
Atchison peceesccccccoosontal 90% 
i Deivessanes RS. 96 
Atlantic Coast Line. 348% 102% 
Baltimore & Ohio... 122% 90 
Ph. Ben ctcesces — 77 
Canadian Pacific.. . .283 165 
Chesapeake & Ohio.. . 92 51% 
Chicago Great Western , 36% 1% 
“ _ Gata 64% 28 
Swe Oe. DO. caccccced 165% 96% 
“| Ss erereeeiar 181 130% 
Chicago & Northwestern....19814 123 
Chicago, R. I. & Pacific.... .. ee 
4). Peer on 
Sh, Se ls «0-00-00 a - 
Cleveland C.C. & St. L..... 92% 34% 
Delaware & Hudson........ 200 147% 
Delaware, Lack. & W...... 340 192 
PRS eerie aeee .. 614% 33% 
me BOO BU. cocces oeenen Se 26% 
= "5 Sapepegneese 891% 19% 
Great Northern Pfd..... ..-157% 115% 
Beenete Gemteel. ....cccceces 162% 102% 
Kansas City Southern....... 50% 21% 
i Miine.+s0.naeqeeeel 75% 66 
Lehigh ee: 121% 62% 
Louisville & Nashville...... 170 121 
Minn. & St. Louis......... *65 *12 
Mo., Kansas & Texas....... 51% 17% 
eerste 78% (46 
i” REE EERSS: *7744 *21% 
RRR et Pe 
_& & ™ SQageeaeees 147% 90% 
N. Y., Chicago & St. Louis. xt 90 
N. Y.. N. H. & Hartford....174} 6554 
Bag WO Oe Woo ccnccccs - 5554 25% 
Norfolk & Western........ 119% 8414 
Northern Pacific..........+. 159’ 101% 
eee 75% 53 
Pere Marouette.............*86% *15 
ME 4 Rr . es 
(RE 59 
>) >}. eee 46% 41% 
St SE eccnnadus soe 42 
St. Louis-San Francisco. *74 *13 
St. Louis Southwestern. 4035 18% 
ih Mit cneGiveesanteeen 8236 47% 
Southern Pacific .......... 139% 83 
BOND TP ccccccisccccce 34 18 
SSR eSSaeEEe 86% 43 
eee 40% 10% 
EY EDs 60 05-050000nen 219 13734 
Do. Mince dehates aah 118% 79% 
SE 3.6 vin ga warwa eee *27% *2 
EL MG 6 2 tne aie paid a *61%4 *61% 
Do. Pfd. B + gene. ee ne 
Western Maryland .........*56 *40 
Western Pacific ........ ee ee 
Do. Pfd iioheminee oa 
Wheeling & Lake Erie. seecus ee *2 
INDUSTRIALS: 

Allied Chem..... cosenee #0 ee 
+’. 2008s oan a 
a . 10 754 
ach 6 anew eet eve 43 40 
Am. Agr. NR cco . 6356 334 
Do. Pfd EE 90 
Am. Beet Sugar abndca ae 1934 

Am. Bosch Mag “ . - 
ee 4734 67% 
Do. Pfd coielaish . «129'4 98 
Am. Car & Fdy............ 76% 36% 
OR re 12434 107% 
Am. Cotton ‘Oil. . 79% 33% 
A as 6k 666 60-ee ede 107% 91 
Am. Drug Synd. ERE eer - 
Ss 6 aS 10 3 
i =e 51% 15% 
i: Ml cddacengenesvcnces 0% os 
Am. International ......... .. ° 
Am Limesced ....0...ccceee 20 6% 
i  neecawesqeeasaem 74% 19 
ahaa ata tiie 122 75 
Am. Safety Razor. - a 7 
Am. Ship & Com....... om oe 
Am. — Oe ie 2t 2+ eebae 105% 665% 





a taecmanevuced 72% 


Calif, Packing ... 
Calif. Petro = 


Period 
1914-18 
High Low 
ill 75 
102 75 
126 79 
96 88% 
80 48% 
220% 126 
71 3556 
17% 6 
47% 17% 
1107's 35 
3 624 
136% 85 
45% 16 
94% 44 
80 3534 
25% 21 
159% 87 
242 160 
5914 18%4 
54% 15% 
455% 13% 
13434 79% 
115 8534 
351% 13% 
65% 40 
87% 50364 
14175 103 
36 67% 
24 31% 
60 6% 
38% 197% 
647 37% 
114% 62" 
9034 55 
89 21% 
35 17 
147% 9256 
118% £75 
61% 40% 
38% 9% 
403% 17% 
115% 60% 
46 34 
52 3334 
50% 21 
32% 11 
65% 28 
10 75% 
3634 12% 
854 42 
29% 6% 
1643, 101% 
86 69 
17% 7 
60'4 30% 
327% 18 
23 9% 
25'4 11 
64 35 
2736 8 
49" 6 
92 3214 
106 475 4 
103 2 89' 8 
108'4 19 
68'4 19% 
114% 80 
98 40 
119%, 100 
64 21 
102% 78 
221% 2% 
9475 10 
49 875 
624 12 
47% 20 
98% 4654 
109 93 
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Post-War 
Period 
1919-21 

High Low 
104 76 
89 72 
107 77 
5544 273% 
594 38 
170% 01 

70% 46 

14% 614 

3835 14 

5234 17% 

7 29% 

105 60 

41 2254 

89 14 64 

77 54 

61 3136 

116 83% 
260'4 93 

21% 9% 

33 15 

2334 10 

10054 60 
104 807% 

287% 13 

57 40 

60% 3934 

122% 94 

24% 5% 

165% M% 

25% 2 

3874 11% 

584 33% 

844 641% 

65 2334 

407s 12 

27% 16 

112% 8414 

997% 61% 

48" 821% 

334 121% 

444 21% 

108 60; 

61 327% 

65'% 33% 

3875 10% 

40 107% 

494 20'4 

118% 67" 

33% 17% 

72% 42 

70% 14 

138% 110 

74% £«2461% 

13% 6% 

38 17 

25'4 12 

1554 834 

40 15 

78 51% 

18% 6% 

62 34 34 

10334 83 
53% 26 
97 7% 
11334 26 
103 51 
1034 24% 
143% 2916 
685¢ 21 % 
1075« 7 
151'4 84! 
119 10554 

674 151% 

93 35'4 

15% 4 

43's 5 

1423 35 
83! 37 
13214 21% 
95 17% 

117'4 58 
115 964 

22 3% 

47% 434 

8934 29'4 

10954 6344 
50 18 
96'4 78 

14835 756 

119 ra 

120% 28 

105 6434 

119% 92% 

314%, 104% 

210 100% 

169% 551% 

110% 88% 
77% 30 

19254 18 
76% 15% 

156% 62% 

1117 92 

112 41% 

108 s 

* 
te os 


MAGAZINE OF 


Last Div'd 
»—— 1922 —, Sale $ per 
High Low Nov.1 Share 
108% 91% 102% 6 
954 85 192% 5 
124% 83 115% 7 
6014 33% 48% .. 
6644 52% 61% 4 
1515s 119% 142% 10 
79 54 7 4 
10% 456 634 (tee 
24% 11% 12), 
3636 16% 2854 
55 29 4355 
95'¢ 59 7 5 
50 3034 39 
105 83'4 96 7 
9334 70'4 88' 6 
80'4 54 167° 4 
141'4 10634 12734 9 
8'2, incl. extra 
143 110! 32 6 
1834 7 1384 .. 
284 11% 19% .. 
20% 1% 16 es 
9573 70% 9034 7 
115%4 97% 112% 7 
30% 207% 20% .. 
59% 5234 155! 4 
72 5654 67 3% 
1447, 108 1353 7 
14% 7% =... 
. 15% 
° 40'4 
25% 16 18% 
62 34 454 5275 
101% 72% 97 5 
91% 515% 85 5 
3514 124% 29 ' 


30%, 19% 28% 38 


8. incl. extra 
‘ 


125! 96% 
903 73°. 83" 5 
49'4 33'4 484 3 
4056 19 34 : 
413 23 3634 
83 71's 805; 4 
7 43 52 2 
59' 4575 52 2 
$236 205. 25 
36". 20'4 335; 
57 323. 5534 
96'4 78% 9155 6 
2855 174, 24 
71 453, 6414 5 
36 24 2576 ‘ 
15434 125 1437, 10 
80 71% 77% 4 
14% 6 97% 
354 19'% 28 
247% 12% 19 
17% 14 
2476 1334 16 
64 8 515g 58'¢ 6 
16'4 6 10 
9134 551 76% 4 
115% 101 11344 7 
5934 734 44% 4 
104 86% 96 7 
427% 29:34 31% .. 
72% 5534 163 
49 3154 38 
49 31% 35 
74 321% 74.4 
111 93'4 10954 7 
201 141 179 12 
125 115 1124 7 
30 19'4 22 se 
61 41 147 
74 4 554 
173% 1155 1135 
7434 58 69 
122 78 108 7 
505¢ 3034 30 v« 
42°4 2938 34! 
13634 102 125% 6 
121% 112 t119' 7 
85% 356 7% 25 
2518 5! 21% .. 
67"4 435% 55 os 
103 86', 102 7 
462 3034 41% 3 
106% 91 11045¢ 7 
857s 5415 744% ~«C«w 
112 84 1108’ 7 
47 2314 $3% .. 
71 52% 60% . 
128% 114: 1234 9 
169% 129! 152 12 
16534 126 151 12 
105 78% 97% 7 
lll 102%, 1110 7 
57 47 47% ~«tw«w 
434 2314 24 
31% 16% 197% 
142% 92% 128% 7 
118 104 = =6$118 7 
82 55% 68 5 
100 96 +49, 7 
7“ 104 = 3110 & 
63 e2% «66 
43% 51% 
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Pre-War 
Period 
1909-13 
High Low 
INDUSTRIALS—Continued: 

Calif. Petro. Pfid........... 954% 45 
Central Leather.......++-++ 514 16% 
Do. PSd.c.. cccccocccccecckas 80 
Cerro de Pasc0...ssseeeeece «> ae 
Cc antes Mot... .cccccseesee +> ee 
Chile Copper... .seeseeceeee ss es 
Chino Copper.........- eeeee 50% 6 
Coca Cola.....--cseeee eccce +e 

Colum, Gas & E...... cece ° 
Columbia Graph........ cece ° 
Consol. Cigar ...-++++eeeee ss: - 
Consol. Gas o6es0eeseosoees 165% 114% 
Corn Prod.....ee- oeccan Se 7% 
Do. P84... cccccccces sl 
Crucible Steel. ........+ coe. 19% 6% 
Cuba Cane Sugar..... eccese oe - 
Cuban Amer. Sugar.........*58 *33 
Fisk Rubber........scesees «> - 
Freeport Tex....ee.sseeeeee => -. 
Gen’l Asphalt ........0+00.- 42% 15% 
Gen’l Electric ........++---188'2 129% 
Gen’l Motors .....2.+0+++--%51% 25 
Do. 6% Pfd........ oeeee ve rie 
Do. 6% Deb....cccccoes ee 
Do. 7% Deb...... ecccece 23 es 
Goodrich ..cccccccccccccccs 86% 15% 
De. Pbb.. ccccceccecccese 109 4 73% 
G:. Nor. Ore....... ccccces 884 25 
Houston Oil.....2.ee0- oeeee 25% % 
Hudson Motors......+++.++ ++ * 
Hupp Motors........++. coe se +s 
FRGBNOMOD ...00ccccocceece 215 13% 
Inter. Mer. Marine. . 9 2% 
Do. Pfd. eee . 27% 12% 
Inter. Nickel . 227) *135 
Inter. Paper .. . 19% 6% 
Invincible Oil. + ee 
Island Oil . e 
Kelly Springfield ° 
Do. 8% Pfd. 
Kennecott ...... 
Keystone Tire...... ° as 
Lackawanna Steel.......-... 55% 28 
Loews, Im€...ccccccccccess ‘ 
Leht, EME. -ccocesccecceccce 
Mexican Pet......cccccsces 90% 41% 
Miami Copper........seesse 30% 12% 
Middle States Oil..........+ ° oe 
Midvale Steal .....cccccccce os i 
Nat'l Lead .....-scecceses - 91 424, 
N. Y¥. Air Brake.......+..- 98 45 
N » WOE .cccccccececcce 40% 8 
North American.....+.++++. *87% *60 
De. Po@ccccccccccccccese oe ee 
Packte Gin ccncceccececsces cc ee 
Pan. Amer. Pet. cccccccsccce oe ee 
Dae. Beaccencecccees esese as = 
Philadelphia Co......e.s0+. 59% 37 
Phillipa Pet. .cccccccccesce oo oe 
Pierce ArroW....ceccccsecce os ee 
DR, Biv asecesedsecsceen os + 
Pittsburgh Coal...........+ *29% *10 
Pressed Steel Car.......... 56 18% 
De, Pileocecccccoccccees 11% 88). 
Punta one BOB. ccccccccs os - 
Pure GB. .cccccecccccccsces os a0 
R Steel BPE - co cccccccccecs 54'4 22% 
Do Bcc ccccccse ccccece 113% 90'4 
Ray Cons. Cop.......cceses 27% 7% 
Replogle Steel........ eeceece 
Republic I. & S......00000. 49% 15% 
PG Siienessseseceecees 1114 64% 
Republic Motors........+.. «. - 
Royal Dutch BW. V..cccoces oc 
SR Ty OP Caacaccocseooses 06 
Sinclair Con. Oil..... eoceee os se 
S'oss Shef. Steel... .ccecccce 9456 23 
Stand. Oil N. J...cccccess *448 *322 
do. Pfd.. eesoosecece ce - 
S'romberg |” heals ne 
Studebaker ...ccccceccecece 49% 15% 
A. BPalbecasedsoaeoceones 98% 64% 
Superior Steel. ....cccccess - es 
Tenn. Cop. & Chem........ . * 
TER Wie aveetasensendques 144 74% 
Tem, Bae, 6 B Deccccecsses. ss Le 
Tobacco Prod. ..cccccccces —ae 100 
Transcontl. Oil. oA ae 
United Fruit. "208% 126% 
l Retail Stores. ‘ es 
U. S. Food Prod 41% 9% 
U. S. Ind. Alco.. - 57% 24 
U_§S. Rubber .. - 59% 27 
Do. Pfd.... -123% 98 
U.S. Smelt. & R . 59 8034 
S. .Uh Ge dcnesonsecs 94 41% 
Do. Pfd.....+ socevccceces 131 102% 
Death SOR, coccssenes eeee STH 88 
VERS ccccccsoceesene eo - 
Va.-Caro. Ch..... ooscceeses. OE 22 
re 1295 62 
Western Union....... sevens 86% 8656 
estinghouse Mfg........ oo 45 24% 
White Motors......... o0cce ee - 
Willys Overland..........+.®%8 *50 
Wilson Co..... eueeeneusese. as a 
Woolworths .ccccccccccccccltt DM TO% 





* Old stock. 
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Pend 
1914-18 
High Low 
81 29", 
123 257% 
117% 94% 
55 25 

109% 56 
39% 11% 
74 31% 
54% 14% 

*166 *97 

150% 112% 
50% 7 

113% 58% 

109% 12% 
764% 247 

*273 *38 
70% 254 
3946 14% 
187% 18 

*850 *74% 
one 72% 
80% 1956 

116% 79 "3 
503 22\, 
86 10 
11% 2% 
74% 14% 
50% 58 

12555 8 
57% 24% 
75% 9% 
854 3676 

101 72 
644 25 
464 ll 
107 26% 

1295, 46% 
49 4 16% 
98% 89% 
74% 4 

136 557% 
27 9% 

*81 *38 7% 
70% 35 
4875 21% 
65 25 
109 88 
5834 387% 
88% 17% 
1094 69 
§1 29 

143% 31% 
78% 19 

105% 75 
37 15 
96 18 

112% 72 
77 81 
86 56 
67% 25% 
93% 19% 

*800 *355 
45% “1 

195 20 

119% 70 
96 30% 
21 ll 

243 112 
82% 25 

173 105 
6414 5% 

171% 15 
80% #4 

115% 91 
81% 20 

136% 38 

123 102 

130 48% 
60% 15 

115 80 

105% 53% 
74% £32 
60 30 

*325 15 
84% 42 
151 81% 


t Bid price given where no sales made. 


———1922—_. 


Low High Low 


Post-War 
Period 
1919-21 
High 
66 63 
1164 22% 
114 57% 
67% 23 
141% 388% 
29% 74 
507 16 
43%, 18 
69 89% 
75% 2 
80 13% 
106% 71% 
105% 46 
112 96 
278% 49 
59% 5% 
*605 10% 
55 8% 
6435 9% 
160 32% 
176 109% 
42 9% 
95 63 
94% 60 
94 69 
934% 265% 
109% 62% 
S234, 24% 
116: 40% 
23% 456 
68% 28 
6734 ™% 
128%, 86 
337% 11% 
91% 30% 
47% 5% 
7% 2 
164 25% 
110% 70% 
43 14% 
12634 8% 
107%, $82 
38% 10 
28 7% 
264 64% 
32% 14% 
714% «210 
62% 22 
94% 63% 
145% 47% 
70% 16% 
46 82% 
41% #4317 
5034 27% 
140% 38% 
1114 «= 84% 
48 26%, 
44% 16 
99 9% 
lll 21 
74% 45 
118% 48 
106 83 
120 244 
61% 21% 
107%, +=867 
112 92), 
27% 10 
93" 18 
145 41% 
106%, 75% 
74% 5 
123% 40% 
90'4 30% 
64% 16% 
89 32% 
212 124% 
114% 100% 
118% 22% 
151 87% 
104% 76 
60 26 
17% 6% 
57% 29 
195 15M 
= 45 
25% 554 
224% 95% 
119% 45% 
91% 8% 
167 35% 
143% 40% 
119% 74 
78% 26 
115% 70% 
117% 104% 
97% 41% 
97 25% 
92% 20% 
115% 57% 
94 76 
59% 38% 
86 29 
40% 4 
104% 27 
139% 100 


Last 
Sale 


Nov. 1 Share 


92% 


Div'd 


Price Range of Active Stocks 


$ per 
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SAN FRANCISCO 





Bonds 








Information con- 
tained in our No- 
vember circular 
should prove of 
value to the inves- 
tor. 


A copy giving 
prices and de- 
scription will be 
sent upon request. 


Mc DONNELL & (o. 


120 BROADWAY 
NEW YORK 


Members New York Stock 
nge 





LOS ANGELES 


























FELLOWES 
DAVIS &CO. 


Established 1886 


Members 
New York Stock 
Exchange 


STOCKS AND 
BONDS 


for Investment 


Securities carried on 
conservative margin 


52 BROADWAY 
NEW YORK 


















































Listed and Unlisted 
Bonds and Stocks 






















in all important 


American 
Canadian 
European 


Markets 


Private Wires to Principal Cities 


A. A. Housman & Co. 


Members 
New York Stock Ex. New York Cotton Ex. 
New Orleans Cotton Ex. N. Y. Coffee & Sugar Ex. 
New York Produce Ex. Chicago Board of Trade. 
Associate Members of 
Liverpool Cotton Association 


20 Broad Street New York 


BRANCH OFFICES 
Liberty Building, Philadelph 
Amsterdam, Holland 










































Near - Dividend 
Rails 


A comprehensive discussion of 
the earnings and position of Non- 
dividend Railroad Stocks includ- 
ing: 

St. Louis Southwestern 
St. Louis-San Francisco 
Missouri Pacific 
Pere Marquette 
Baltimore & Ohio 
St. Paul 
Also 
Timely Comments on 
Philadelphia Co. 
Tobacco Products 
American Woolen 
Norfolk & Western 
Southern Pacific 
Atlantic Coast Line 
Cotton and Grain 


A copy will be sent upon request 
for MW. 


Carden, Groen & Co. 


Successors to 
PELL AND WHITE 
Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 


43 Exchange Pl., N.Y.C. 


Telephone - Hanover 0607 | 
































ANSWERS TO INQUIRIES 


(Continued from page 56) 





BROWN SHOE COMMON 
Dividend Expected Soon 


I am holding 100 shares of Brown Shoe 
common bought at 53. Please give your 
opinion of the 6% dividend.—L. O., Kankakee, 


Til, 


We are favorably impressed with the 
outlook of Brown Shoe common stock. 
This company is in good financial condi- 
tion and its plants have been operating 
close to capacity for the past year. While 
no official statement of earnings has been 
given out for this year, it is estimated 
around $10 a share will be earned on the 
stock. It is thought that this stock will 
be placed on a dividend basis in the near 
future, but whether the rate wil! be 5 or 
6 per cent we do not know. At the pres- 
ent time the market is reactionary and 
we are inclined to the opinion that lower 
prices will be seen, so that it might pay 
you to sell out Brown Shoe with the idea 
of purchasing it back lower down. If 
you do not care to take the chance of 
losing your position in the stock, how- 
ever, we feel it is all right to hold as 
ultimately higher prices will probably be 
seen. 





MIAMI COPPER 
Operating 95% Capacity 


Please let me_have some information on 
Miami Copper.—D. M., New York City. 


Miami Copper Co. has outstanding $3,- 
735,000 capital stock, par $> a share. The 
company is one of the low-cost copper 
producers making its metal for around 
9c. a pound and although earnings for 
1921 did not show dividends covered, due 
to the practical stagnation in the copper 
industry and low prices for metal during 
that year, the company is in a position 
to operate to advantage on the basis of 
present prices. It is now producing at 
around 95% capacity. The company is 
well managed, is in excellent financial 
condition and any purchase on a material 
recession will, in our judgment, prove a 
good speculation. 


MERRITT OIL 
In Big Muddy District 


As I have some Merritt Oil stock I would 
like to know something about the company 
and will appreciate any information you can 
send me.—D. J. R., New York City. 


There is very little information avail- 
able in regard to what Merritt Oil is do- 
ing this year. In 1921, the company re- 
ported net earnings of about $1,000,000, 
but it made heavy charges for deprecia- 
tion and depletion which resulted in the 
loss of $250,000. The company is in very 
good financial condition with about $1,- 
500,000 cash on hand and no debt except 
current bills. Merritt owns 6,600 acres 
in the Big Muddy district of Wyoming 
of which 4,000 acres have proven pro- 
ductive. Its production is understood to 
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be between 2,500 and 3,000 barrels per 
day. The company acquired some new 
property in the Mexia district, but, we 
understand this has not proven a profit- 
able venture as yet. The decline in the 
stock may be due to the fact that the 
company has not been successful in in- 
creasing its production this year. At pres- 
ent levels, it would seem to us, the stock 
has fairly good speculative possibilities, 





AMERICAN TOBACCO 
Earnings Very Satisfactory 


I hold some American Tobacco stock for 
investment which I could sell out at present 
prices with a good profit. As this stock pays 
12%, however, the return at present price of 
160 is liberal and I prefer to hold the stock 
if you consider the dividend reasonably safe. 
How are earnings running?—S. H. L., Cham- 
bersburg, Pa. 

We see no good reason to doubt the 
continuance of the 12% dividend on 
American Tobacco stock at the present 
time as the company is in excellent finan- 
cial condition having called for retire- 
ment November 22 $10,000,000 7% notes 
that did not mature until November 1, 
1923. This reduces the funded debt to 
$1,737,000. In spite of the retirement of 
these bonds the company has ample work- 
ing capital for its needs. In 1921, Ameri- 
can Tobacco earned $16.84 a share on its 
common stock and in 1920 $13.38. Earn- 
ings in the current year are reliably re- 
ported to be running in excess of the 
1921 earnings and it would not be sur- 
prising if as high as $18 a share is earned. 
Increased volume of business and econo- 
mies in management, together with lower 
cost of raw materials, has resulted in a 
steady growth of profits. Of course a 
common stock such as this must be re- 
garded as more or less speculative as 
contingencies, not to be foreseen now, 
may arise that would reduce earning 
power. The stock at the present time, 
however, is in a strong position though 
of course subject to temporary specula- 
tive influences and we believe it to have 
good long-pull possibilities. 


TEXAS CO. 


One of the Strongest Oil Companies 


As the holder of 200 shares of Texas Co. 
stock I have been very much disappointed by 
its market action in the past few months for 
while the Standard Oils have scored su)- 
stantial advances Texas stock has done little 
and is now selling about in the same range 
as in the spring. Have you any explanation 
for this and do you consider the stock a 
one to hold as a long pull specvestmentf— 
D. N. V., Greenwich, Conn, 


One explanation as to why Texas Oil 
Co. did not join to a greater extent in 
the upward nfove enjoyed by the Stand- 
ard Oil group is that the stock of this 
company is more widely distributed than 
is the case with the Standard Oil shares 
and as its stock issue is very large, 6,578,- 
000 shares, it takes a much larger buying 
power to move it. Texas Co. is one of 
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the strongest oil organizations in the 
ountry, owning producing properties in 
he United States with a production of 
about 75,000 barrels a day, extensive re- 
fineries, tank cars and tank steamers. It 
also maintains a highly efficient selling 
rganization. In financial position Texas 
is stronger than most companies. Cash 
position was so good that it has paid off 
ince the first of the year $27,700,000 7% 
erial notes out of the funds on hand 
vithout any additional borrowing. In 
921, only $1.54 a share was earned but 
his poor showing was largely due to 
rite offs for inventory depreciation. No 
~port of earnings for 1922 has been 
made public but a highly favorable show- 
g is anticipated as Texas Co. at the 
leginning of the year was holding 75,- 
000,000 gallons of gasoline made from 
low-cost crude and which it disposed of 
during the Spring and Summer demand 
t a high margin of profit. We regard 
the stock as an attractive long-pull spec- 
vestment, if it can be secured at a more 
ivorable price than the present. 


CALIFORNIA PACKING 


Improved Earnings This Year 


How do you regard ss Packing 
ck?—sS. F. J., Flushing, N. 


The California Packing Co. has out- 
tanding 471,480 shares of capital stock 
of no par value. The corporation is en- 
gaged in the packing and shipping of 
California dried fruits, Hawaiian pine- 
apple and salmon. It is an important fac- 
tor in the industry and has developed a 
good earning power. For the year ended 
February 28, 1922, earnings were $4.75 a 
share as against $6 a share paid on the 
stock, but this covered a period of very 
adverse conditions in the industry and it 
is understood that operations now are 
more than sufficient to cover the dividend 
payment. Balance sheet showed a work- 
ing capital of around $12,000,000. How- 
ever, we are of the opinion that the stock 
at present prices has to a considerable 
extent discounted the improved situation 
of the company and we do not favor a 
commitment in the stock at present levels. 





CARIB SYNDICATE 
Large South American Holdings 


Ple ane send me a oe on Carib Syndicate. 
- , Jersey City, N. J. 


On July 7th, 1921, the stockholders of 
the Carib Syndicate ratified the sale of 
its property assets to a new company, 
Carib Co. Inc., with a capital of 10,753 
shares of $25 par value. Carib Syndi- 
cote will receive 49% of the stock of the 
new company. The Texas Company will 
control and manage the new company 
vith option to purchase 51% of the stock 
for $5,000,000 and, within stipulated lim- 
its, will advance the sums required by 
the new company. The latter company 
also controls by stock ownership, pur- 
chased option or lease, a substantial in- 
terest in about 3,500,000 acres in Colom- 
bia, S. A., 250,000 acres in Panama and 
450,000 acres in Venezuela. The stock 

(Please turn to page 90) 
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Read This Letter and 
Think It Over 


A LETTER recently received by the financial edi- 
tor of a large newspaper is given below. Read it. 
Perhaps you have had the same ideas and asked 
the same questions as this investor. 


“I am tired of studying market re- 
ports and stock exchange quotations. 
lam tired of seeing my investments 
fluctuate in price. Isn’t there some 
way to invest your money in some- 
thing that is safe,non-fluctuating and 
simple; that is as easy and worry-free 
as putting your money in the bank; 
but which pays a good rate of interest.” 


There is such an investment. It has been tried and 
proved for 40 years. It gives you the chance to in- 
vest your money safely, with relief from all worry 
and trouble. It is called the Straus Plan. It is as 
available to the small investor as to the large—in 
amounts of $100 and up. Write today for our 
booklet which explains this Plan. 


BOOKLET D-764 


S.W. STRAUS & CO. 


ESTABLISHED 1882 “ OFFICES IN TWENTY PRINCIPAL CITIES “4 INCORPORATED 


Srraus BuILpInc Srraus BuILDING 
565 Fifth Ave., at 46th St. 6 No. Clark St., at Madison St. 
New Yor« CxHIcAaco 


Forty Years Without Loss to Any Investor 





© 1922—S. W. S. & Co. 
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The Factor 
Of Safety 


In times like these the fac- 
tor of safety is by far the 
most important considera- 
tion of every true investor. 
The promise of excessive 
profit does not appeal to 
him. His chief aim is to 
have his capital conserved 
and his interest punctually 
paid. 


Our circular Opportunities 
for the Conservative Inves- 
tor contains numerous sugges- 
tions for the investor whose 
first consideration is the Fac- 
tor of Safety. 


Write for Circular No. 764 


Spencer Trask & Co. 


25 Bread Street, New York 


ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 
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WE are prepared to 
buy, sell and quote, 
and to furnish full in- 
formation regarding the 
various Standard Oil 
Securities. 


ARL H. PFORZHEIMER & CO. 


Dealers in Standard Oil Securities 
5 Broad St. New York 


the new securities market, practical- 

ly dominating the entire list. Dur- 
ing the past two weeks, no less than two- 
thirds of the total new issues comprised 
industrial bonds. The largest of these 
issues was the $35,000,000 offering of the 
Gulf Oil Corporation in debenture 5s 
maturing in 15 years and offered at a 
yield of 5.30%. The next important issue 
was the $7,500,000 5% issue of the Ameri- 
can Smelting & Refining Co. These bonds 
mature in 25 years and were offered at 
a yield of 5.45%. Other industrial issues 
were of varying sizes but were of com- 
paratively small companies. 


erage were a feature of 


The State and municipal offerings were 
almost all of small size. The only im- 
portant feature was the slightly higher 
offered yield, evidently a result of the 
general firming-up of money rates. There 
was practically no activity in the railroad 
or foreign group. 


Decline in Bonds 


The prevailing quiet in the new bond 
market is undoubtedly due to the effect 
of the reactionary character of the old 
bond market during the past two weeks. 
In this period, all classes of bonds de- 
clined, from Government issues to those 








in 
NEW BOND OFFERINGS 
STATE AND MUNICIPAL 

Yield Off’d 

Amount (%) 

Knoxville, Tenn... . .$1,000,000 4.75 

Minneapolis, Minn.. 1,120,000 4.20 

Wilmington, Del.... 900,000 4.25 

PUBLIC UTILITY 
Power Corp. of N. Y¥.$5,000,000 6.50 
RAILROAD 
Cent. Vermont Ry.$754,000,000 5.00—5.75 
FOREIGN 
Repub. of Colombia.$5,000,000 7.00 
LAND BANK 

Atl. Joint Stk....... $1,500,000 4.65-5.00 
South. Minnesota Jt. 

Stk. ............. 5,000,000 4.62-5.00 

INDUSTRIAL 

Am. Smelt. & Ref. . .$7,500,000 5.45 

Wm. Davies Co., Inc. 2,500,000 6.09 

Central Paper Co.... 1,100,000 6.50 

Rolls-Royce of Amer 2,000,000 7.20 

Renfrew Mfg. Co... 1,000,000 7.00 

Gulf Oil Corp...... 35,000,000 5.30 




















of second-rate character. Public confi- 
dence in bonds temporarily has been dis- 
sipated and this undoubtedly will have 
an effect in the period immediately ahead 
on the amount of bonds to be offered 
for public subscription. 

As indicated by offered yields on State, 
municipal and land-bank issues, the 
higher money market now prevailing is 
having its effect, though it is not yet a 
particularly strong one. Apropos of tax- 
exempt issues, there seems to be a well- 
defined tendency among influential mem- 


Current Bond Offerings 
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bers of Congress to amend the Consti- 
tution so as to prevent further issues of 
this character. Should this come about, 
it would add enormously to the value of 
tax-exempt issues already in existence 
Probably, in such a case, very large profit 
opportunities will be found in this list, 
where such opportunities are generally 
least expected. 





THE BANKING SITUA- | 
TION 
(Continued from page 54) 








Assuming that this is true it might be 
inferred that the system as a whole wouk 
show an increase in the loan and dis 
count item of, say, 700 millions. Tha 
this increase should bring about a re 


flected increase during the past fou 
weeks of 250 millions or thereabout i 
reserve banks shows that there is very 


little margin so to speak in the commer 
cial banks of the country. The “slack 
which exists there is comparatively smal 
and easily taken up with the result that 
the reserve banks are very sensitive t 
changes in demand. 


Crop-Moving Demands Smaller 


Crop-moving demands, however, ar 
very much smaller this year than last as 
shown by the fact that during the crop 
moving season in 1921, Federal reserv 
banks were obliged to create an inte 
reserve bank portfolio amounting to ove: 
600 millions while this year none of them 
has had to borrow and none is expected 
to. Each district has been self-contained, 
and has been able to provide for its own 
needs. In part, this condition of self- 
dependence has been produced by the 
ability of the banks to throw overboard 
some securities. The sale of liberty bonds 
has continued, banks gradually disposing 
of them in order to provide themselves 
with the funds that they need for loans 
to their customers. This clearly appears 
from the line on the chart representing 
stocks, bonds, etc., which is now tending 
downwards, while line 6 showing com- 
mercial loans, is moving slowly upward. 
In Federal reserve banks, the pronounced 
upward swing of line 8 indicating total 
discounts is noticeable, as is also line ? 
which depicts total earning assets. 


Money and Credit Situation 


The beginnings of a money and credit 
situation in which demands upon the re- 
serve banks increase along with the in- 
crease of bank customers upon their 
banks, with accompanying advances 
rates is thus indicated despite temporar 
fluctuations or recessions from time to 
time. Good policy appears to point to tl 
lightening of bank-investment portfolios 
in order to realize on bonds at their pres- 
ent rates and avoid adding to the strain 
upon Federal reserve banks which natu- 
rally leads to probability of higher rates 
or more difficult borrowing conditions. 
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AMERICAN LINSEED CO. 
(Continued from page 31) 
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a financial way at the end of 1921. 
ing 1915, 1916 and 1917 the balance 
t of American Linseed showed no 

es payable. At the end of 1918, notes 

able were 8 million—rose to 10 mil- 
s in 1920 and were still 8 millions 

the end of 1921. Thus for four suc- 
ive years, notes payable outstanding 
» averaged at least 50% of the pre- 
ed stock and naturally the carrying 

s have been considerable. 

t is the impression in some quarters 

the Standard Oil interests stand 
ly to help out American Linseed 
ugh the medium of short term 
s, and this may account for the fact 
notes payable have averaged as 
as they have, without apparently 
sing any great concern to the man- 
ment. However, the idea is present 
it might sometimes be advisable, 
good policy, for American Linseed 
und its floating debt in a more per- 
ent fashion. It is likely that con- 
vative outsiders who might possibly 
nterested in the shares of the com- 

would prefer to see an item like 
s payable substantially reduced, or 
some kind of a permanent financial 
cy decided upon. 


\s a result of drastic deflation, net 


rking capital was less than 2 millions 
the end of 1921, as compared with 
- 7 millions at the end of 1920, and 
fact the general financial position of 
company, at the end of last year, as 
wn by the balance sheet, suggests 


iat before the resumption of dividends 


n the preferred stock can be con- 


lered, there should be a restoration of 
lance sheet, or to express it another 


financial position. 
Conclusions 


he dividend record of the 7% non- 
ulative preferred which is outstand- 
to the amount of $16,750,000, has 
rather irregular. From 1901 to 
inclusive, no dividends were paid, 
from 1917 to July, 1921 the regular 
share annually was distributed. 
stock has fluctuated narrowly this 
having ranged between 52% and 
It. is an issue which, in the opin- 
of the writer, might better be left 
» for the time being and watched 
it can be more definitely deter- 
-d how the company has fared in a 
ness way this year. 
om the organization of the com- 
in 1898 no dividends were paid 
the $16,750,000 common stock 
1919, when payments at the rate 
} per year were inaugurated. This 
continued until March, 1921, when 
ibutions were suspended. The 
k made a low of 29% last January, 
from that. point climbed to 42% in 
middle of October. It is now not 
from the high point. There is ap- 
ntly no reason to expect any near 
toration of dividend payments and 
shares are not especially attractive 


current levels. 
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Poor Horse Trading 
and Good Finance 


Under that significant heading, Samuel O. Rice, the able 


Editor of Capper’s Farmer, presents some sound investment 


advice in the current issue of our magazine. 


INCOME 


“Plain Thoughts on Investing 


and Other Things” 


Then, too, you are sure to enjoy reading the bits of every- 
day philosophy contributed by Ed. Howe, the world-famous 


sage of Potato Hill, Atchison, Kans. 


INCOME is a unique 


publication of its kind. We shall be glad to send you the 


current number and place your name on the mailing list to 


receive future copies. 


SrEvENSON Bros. & Perry 
INVESTMENT SECURITIES 


105 S. LaSalle St., Chicago 


Randolph 5520 
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Mr. Investor — Why Postpone ? 


é KECORD YOUR PERSONAL FINANCES IN A SYSTEMATIC WAY 














Illustrated circular and sample sheets on request 


Wilkes Pub.Co., 2350 Broadway, New York 





Investment and Sales Record 
Income Record for Tax 


Return—Interest Taxes and 
Donations—Insurance Rents 
Notes Payable — Open 


Accounts — Tickler for all 
maturity dates. These and 
other special features in 


FINANCIAL 


EMINDER AND 
EADY REFERENCE 
ECORD 


A loose leaf system contain 
ing 100 sheets of eleven 
ruled and printed forms ir 
cluding leather tabbe d 
monthly index Size 7% x 
5 Furnished in standard 
binders as follows: 
Ye" back 1” back 
imitation 
Leather. . 
Black Seal 
Leather. $6.50 $7.00 
A Splendid Christmas Gift 


With owner's name in gold 
50c. additional. 


$5.50 $6.00 























HuUTH & Co. 
30 Pine Street New York 
Telephone John 4320 


INVESTMENT 
SECURITIES 


Foreign Government 
and 


Municipal Bonds 


Weekly price list 
and descriptive circular 
on request 


Address Dept. MW 














A Canadian 7% 
Real Estate Bond 


A first mortgage investment in To- 
ronto, capital of Ontario, population 
over 500,000, yielding 1% more than 
similar investments in the United 
States. 


These bonds are a first mortgage 
charge on a new modern seven-story 
Physicians’ and Surgeons’ Building 


In the Heart of 
Toronto 


Land and building, near one of the 
city’s principal business corners, 
valued conservatively «et $450,000. 
This bond issue $275,000. 


Bonds mature serially over 18 years, 
equity increasing yearly. Principal 
and interest payable half-yearly in 
New York funds. Bonds redeemable 
at par and accrued interest with 
premium. 


Write us today for particulars of 


these Professional Offices Limited 
7% Bonds. 


Graliam Sanson (a 


INVESTMENT BANKERS 
TORONTO, CANADA 











FOREIGN TRADE AND 


SECURITIES 
(Continued from page 19) 











any other in the event of a war, just as 
today in peace time it is in the poorest 
position of any of our major industries 
and has the slightest possibilities of 
getting out of it in the normal course of 
events. 

Summarizing, we find that in the 
event of war, out of ten of our great in- 
dustries having a very close connection 
with foreign trade, shipping would be 
rescued by it as an economic proposi- 
tion; the wheat, steel and oil industries 
would be enormously stimulated; cop- 
per would be improved slightly; cotton, 
sugar and fertilizers would be hurt in 
various degrees; and the shoe, leather 
and automobile industries would be 
very severely damaged. 

Our financial position, both govern- 
mental and private, would be hurt im- 
partially on both sides, irrespective of 
who won or lost. Under these condi- 
tions, our economic situation with re- 
spect to Europe would be that of neu- 
trality, with perhaps a leaning in favor 
of the allies. Whether this would have 
any reflex on our political or diplomatic 
attitude is of course a question totally 
outside of the limits of this analysis. 

From the economic point of view, of 
course, a war is to be considered as 
nothing more nor less than a period of 
greatly increased consumption. To the 
nation engaged in the war, this is its 
sole significance, and a war is strictly 
comparable with such a period of in- 
flation as we had in this country from 
1919 to 1920. To other countries, how- 
ever, not actually engaged in the war, 
but occupying a complex relation, com- 
posed of various financial, commercial 
and industrial factors, to the various 
belligerents, the war cannot be dis- 
missed in such simple terms. 

For the United States, in particular, 
owing to her peculiar combination 
of economic isolation and _ financial 
strength, a new war would bring prob- 
lems whose extent and direction we 
have attempted to sketch in the fore- 
going paragraphs. 





WHY STOCK DIVIDENDS? 
(Continued from page 15) 








previously discussed: shares of smaller 
par value have a wider appeal among 
speculators—and even investors. Antici- 
pating a stock dividend, and knowing that 
the result will be to attract more buyers 
for that class of securities, traders will 
rush to acquire the shares of the com- 
pany before the dividend ‘declaration. 
Consequently, the demand for the shares 
would have a tendency to increase and 
the price to go up. 

This more than balances any unfavor- 
able effect on the stock prices due to re- 
ducing the possibility of higher cash divi- 
dends when the surplus is capitalized. 

I do not wish to undertake to presume 
on a field not of my own in venturing 
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opinions as to stock - market move- 
ments, and I trust I have not done so 
My endeavor is merely to put the hard 
facts before the public, and I think I have 
shown that there are many reasons (in 
addition to those advanced by directors of 
companies taking stock-dividend action, 
and financial authorities in general), for 
the utilization of large surpluses for dis- 
tribution of stock dividends. And I be- 
lieve I have also shown that, while such 
action is in many ways advantageous to 
the company, it is of no material benefit 
whatsoever to the stockholder, funda- 
mentally, except as it strengthens the 
company. 





IMPORTANT DIVIDEND 
ANNOUNCEMENTS 











Am’t Stock Pay- 
Ann. Rate Declared Record able 


$4 Am Bank Note com. $1.00 Q 11- 1 11-1 
—Am M & Fdy (stk). 200% — 10-19 11-1 
$3 Am Metal common.. 75c Q 11-20 l2 
$7 Am Metal pfd...... $1.75 Q 11-17 l2 
12% Amparo Mining .... 3% © 10-31 11 
$4 Amer Radiator com.. $1.00 Q 12-15 12-)) 


he Cree 


$5 Amer Tel & Cable... $1.25 QO 11-30 12-1 
7% Am Wa Wks Ist pid 134 % %® Q 11-1 11-15 
$6 Beacon Oil com. .- We mo 10-16 10-0 
5% Beth Steel com ‘A. 1%% Q 12-15 1-2 
5% Beth Steel com B.. 1%% Y 12-15 1-2 
7% Beth Steel new pid. 14% Q 12-15 1-2 
48c Beech Nut Pack com 4c 10 11- 1 11-10 
7% Beth Steel 7% pfd.. 1% % % Q 12-15 1-2 
8% Beth Steel 8% pfd.. 2% Q 12-15 1-2 
$6 Bigelow-Hart Ca c.. $1.50 O 10-21 11-1 
$6 Bigelow-Hart Ca pf. $1.50 QO 10-21 11-1 
$8 Brooklyn Edison.... $2.00 Q 11-17 12-1 
7% Brunswick B C Coc14%% OQ 11- 5 11-15 
$6 California Packing... $1.50 Q 11-30 12-15 
— Calumet & Hecla M. $5.00 — 10-27 12-15 
p44 Cen Ariz L & P com 2% Q 10-31 11-15 
% Cen Ariz L & P Ay 2% QO 10-31 11-15 
“$8 Central R R of N J. $2.00 Q 11-10 11-15 
6% Milwau E R & L pid 1%% Q 10-20 10-31 
= Mohawk Mng....... $1. 00 O 10-14 11-15 
% Montreal L H & P.. 2% © 10-31 11-15 
10% Montreal Tramways. 2%% Q 10-20 11-2 
$8 Colo Fuel & I pfd.. $2.00 O 11-10 11-25 
$6 Col Gas & Elec.... $1.50 Q 10-31 11-15 
$8 Commonw Edison... $2.00 © 10-14 11-1 
$8 Consol Gas......... $2.00 O 11- 9 11-15 
6% Cont P & B Mills c. 14% % QO 11- 8 11-15 
6% Cont P & B Mills pf. 1%% OQ 11- 8 11-15 
9% Delaware & Hudson. 2 % Q 11-27 12-0 
$8 Diamond Match.... $2.00 Q 11-30 12-15 
$7 Goodrich B F pfd... $1.75 Q 12-22 1-2 
— Hamilton Brown S&S... 1% — eee f 
7% Illinois Central com. 14% Q 11- 3 12-1 
10% Lancaster Mills com. 2%% OQ 11-24 12.1 
7% Lancaster Mills pid. 14% Q 10-34 11-1 
2 Lee Rubber & Tire. . 0c O 11-15 12-1 
8% Lehigh Coal & N... 2% O 10-31 11-29 
12% Liggett & Myers com 3% Q 11-15 12-1 
12% Liggett & Myers c B3% QO 11-15 12-1 
7% Lindsey Light pfd...14% Q 10-28 11-1 
$4 Lima Locomo com.. $1.00 O 11-15 12-1 
7% Lima Locomo pfd..14% OQ 11-15 12.1 
$5 Mass Gas com...... $1.25 QO 10-14 11-1 
$8 Mass Gas pfd...... $2.00 SA 11-15 12-1 
$1 Moon M Car com... 25c Q 10-16 11-1 
7% National E & S pfd. 14% Q 12-9 120 
$1 New Cornelia <—-- . 25c O 11- 3 11-20 
4% New Eng F & P....1% O 10-25 10-31 
$4 Norfolk & W pfd... $1.00 © 10-31 11-18 
$5 Northern Pacific..... $1.25 O 10- 211-1 
$7 Norfolk & W com... $1.75 11-29 12-19 
— Norfolk & W com... $1.00 Ext 11-29 1219 
$8 Pan-Am Pet com A.. $2.00 Q 12-31 1.20 
$8 Pan-Am Pet com B.. 2.00 QO 12-31 1-0 
— Pan-Am com A (stk) 2 25 uf — 11-17 12-11 
— Pan-Am com B (stk) 25 — 11-17-12-11 
8% Penn Coal & Coke. ie he Q 11- 6 11-10 
6% Penn Railroad ......1%% Q 11-1 11-28 
$6 Pittsburgh & W Va$i.50 O 11-111 
$7 Pressed S Car pfd.. $1.75 QO 11- 8 11-29 
$2 Pure Oil com....... ic © 11-15 12-1 
4% Reading Co Ist sree 1% O 11-28 12-14 
$8 Southern P Line.... $2.00 Q 11-15 12 1 
5% Southern Ry pfd....2%% SA 10-31 11-15 
8% Stand Milling com... 2% QO 11-17 11-29 
6% Stand Milling pfd...1%% Q 11-17 11-2 
— St Oil of Cal (stk).. 100% — 12- 9 12 
8% Stern Bros pfd...... 2% QO 11-15 12.1 
$4 Stewart-Warner com. $1.00 © 10-31 11-15 
10% Tampa Electric......2%% QO 11-1 11-15 
$7 Union Tank Car com. $1.75 ©O 11- 6 12-1 
$7 Union Tank Car pfd. $1.75 O 11- 6 12-1 
$5 Wells Fargo Express. $2.50 SA 11-20 12-30 


6% West Penn Co pfd..1%% Q 11-1 11-15 
$1 Will & B Cand com. 2%c O 11-1 11-1 
$1 Wright Aero ....... 25c 0 


STREET 














no 


for 


for 





. a 
ce 
. & 7 


rests SSR SSeS 





st te —ts ad tad OS 
Son Se a St Oe ns Se eS Se Se St St Se See ee te 


tt et eS 


= 


= to Te Tw Te & Two te To F Te Te Pe Ie Te a ee ES Se lS SS = - se Se Fee ES ES Ee Ee wee te te te See 
: : . ‘ ' me ee Ys. 
het te ee et et 





Ly = OS Lp we 
hone SSS oH ee Sse 


—’ so6 
Se mae ho me 1 LS 


_ae ee ie io Te SS iw Te eS Oe Tw Te Te ee EE Te Iw ME FE Ie Te = 





= | 
















AMERICAN SMELTING 


co. 
(Continued from page 47) 














nditions, are profitable, it is obvious 
at thé improved condition of affairs in 
Mexico is of decided importance to the 
mpany. 
As to how large earnings are likely to 
be, it is impossible to say at this time. 
is important that in 1913 and 1914, 
hich were by no means startlingly good 
es for the industry, American Smelt- 
turned in profits of $7.47 and $6.51, 
spectively. If American Smelting did 
) better next year, it should be in a 
sition to resume its dividends on the 
mmon stock. 


In the meantime, its securities have 
lone a good deal toward discounting the 
mprovement in the affairs of the com- 

iy. The 5% bonds, due 1947, are again 

ling at a price to yield about 54% 

iereas a year ago they could be had at 

price to yield 64%. The 7% preferred 
ck is again back to a 634% basis— 
ere, incidentally, it is still very attrac- 
tive from an income view-point—where- 
as a year ago it could be had to yield bet- 
ter than 10%. 

The common stock, of course, gives 
no return as it has not yet been re- 
stored to a dividend-paying basis. It 
has had an excellent advance, however, 
in the past year from a price of about 
30 to a high of 67. It is now selling 
around 60 where it is sufficiently high 
for a non-dividend paying issue. 
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BUSINESS MOVEMENTS 
& SECURITIES 
(Continued from page 17) 





full scope of probable increase in busi- 
ness activities itself cannot be accurately 
determined. It is apparent, however, 
from a broad survey of industrial and 
trade conditions in this country that a 
decided upward swing is in progress and 
that its momentum is sufficiently great 
to create a situation whereby growing 
demand for credit will become a more 
familiar phenomenon than it is even at 
present. In other words, it is difficult to 
see how money rates can decline ih the 
near future, owing to the growing pres- 
sure of commercial demands. Since bus- 
incss comes first and securities second, it 
is obvious that the further decline in the 
money supply would have the effect of 
further reducing the amount available 
fo: stock-market speculation, though that 
amount is still large enough to permit 
aciivity in securities on a _ reasonable 
scale. It is nevertheless apparent that 
money conditions have changed in such 
4 way as to prohibit undue speculation. 
Needs for business will be well taken 
care of until such time as inflation com- 
mences to make rapid progress, in which 
case we shall probably reach a point 
where limitations on business expansion 
will have to be put into effect via the old 
and extremely efficient route of higher 
and higher interest rates. 
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Linking the United States 
with Europe 


E:conomicaLty, the world 
today knows no political bound- 
aries. No state is self-sufficient; 
each is dependent upon the com- 
merce, industry and finance of 
the others. 


Itis The Equitable’s privilege 
to have been one of the first 
American banks to provide 
adequate facilities for assisting 
American business men engaged 


in overseas trade and for aiding 
European firms in selling their 
commodities in America. 
Today our offices in London 
and Paris are complete banking 
units, familiar with conditions 
and markets in both hemispheres 
and equipped to render every 
international banking service. 


Address the Foreign Depart- 
ment for particulars. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
37 WALL STREET 


Madison Ave. at 45th St. 222 Broadway 
LONDON Mexico City PARIS 
3 King William St., E.C.4 48 Calle de Capuchinas 23 Rue de la Paix 

















Do You Handle 


Canadian Securities ? 


This department is acting as a market place for these securities, 
bringing them to the attention of forty thousand American investors 
every month. Financial houses handling Canadian securities should 
take advantage of this department. It will appear again in our issue 
of November 25th. We will be glad to mail you detailed information 


upon request. 


Address Advertising Department 
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Time Tested 


First Mortgage 
Bonds 


(Underlying Issues) 





pre, To Yield 
Be] 8% to 8% 
si _ 


Complete information 
upon request 


F. J. LISMAN & CO. 


Members N. Y. Stock 
Exchange since 1895 


61 Broadway, New York 



































w) 


Big Investors 


are now buying the bonds 
of prosperous electric 
light and power compa- 
nies. 


High yield, assured in- 
come, and exceptional 
stability are the advan- 
tages offered by these at- 
tractive investments. 


The investor of moderate 
means will find them most 
desirable. 


Interesting information 
cn Pablic Utilities se- 
curities is offered in our 


“BOND TOPICS” 








Ask for Pamphlet MG-200 


AHBickmore bi fp 





























IF I HELD 100 SHARES OF 
(Continued from page 49) 





an exchange would constitute a rather 
vividly contrasting choice, but the rec- 
ommended security would at least pay its 
way! 

Superior Oil 

In much the same category as the issue 
outlined above is the stock of the Su- 
perior Oil Corporation, except that this 
unit is practically entirely a producing 
proposition. As such, it is interesting to 
determine what stability of earning power 
it has been able to show since organiza- 
tion. Unfortunately, we are restricted 
to a comparison between two highly ab- 
normal years—1920 and 1921—so it is not 
desirable or fair to stress the results 
shown. 

In 1920, the records show, Superior Oil 
enjoyed a gross income of over 3 million 
dollars. In 1921, its gross was 1.8 mil- 
lions—or less by 39%. In 1920, earnings 
of $1.20 a share were indicated. In 1921, 
total income (after costs, etc.) was only 
$818,581, and depletion and depreciation 
produced a deficit of $1,550,032. As of 
December 3lst, of the earlier year, Su- 
perior had a working capital of $147,000 
(in round numbers)—not a very large 
sum, but larger by some $123,000 than 
that at the end of last year. 

Superior Oil has effected a 10-year con- 
tract with a Standard Oil unit for the 
sale of its total production “so long as 
crude oil shall be produced in paying 
quantities.” The contract was effected in 
June, 1920—in other words, it might have 
been effected under less good market con- 
ditions. This apparently assures a mar- 
ket for the company’s oil, but it also ap- 
parently limits its profit-potentialities, 
which is the primary appeal of the pro- 
ducing enterprise—a conjecture strength- 
ened by the action of the shares since 
1919. In that year, they sold above 20. 
Last year, they sold as low as 3%. To- 
day, they are around $5. 

The capitafization consists solely of 
982,208 shares of capital stock of no par 
value. It is not receiving dividends. 
There seems to be no market confidence 
in the issue, which is now selling only 
slightly above the low for the year, as 
against the year’s high of around $10. 

As a holder of 100 shares of Superior 
Oil, the writer would sell and wait for 
the proper time to switch into a $500 
commitment in Cosden & Co. It is an 
older company, came through 1921 in 
good shape, has strengthened its capital 
position and its shares are income-bear- 
ing. 


Skelly Oil 


As the final one of the securities for 
discussion here—although not, by any 
means, the last one that could be dis- 
cussed—there is Skelly Oil. 

Skelly was formed in 1919, together 
with the innumerable other independents 
which that year’s oil market gave birth 
to. It is a concern of substantial dimen- 
sions, and, as an independent it has a 
comparatively excellent record. It owns 
over 150,00 shares of developed and un- 
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developed leases in Kansas, Oklahoma, 
Texas, Louisiana, Arkansas and IIlino’s, 
A year ago the company had over 530 
producing wells. 

Skelly Oil became the nucleus for a 
consolidation in 1921 of the Ranger Gulf 
Corporation, Inland Oil and Midland Re- 
fining. Early this year, its production was 
said to be 9,000 barrels daily, it operates 
two refineries with a capacity of 7,50 
barrels and has four plants for manufac- 
turing gas from natural gas. 

The company’s results over the past 
three years have been decidedly gocd 
Thus, after large charges to depreciation 
and depletion last year (reserves, largcly 
for these purposes, amounted to nearly 
4 million dollars) its loss for the year 
was less than $339,000. In the current 
year, as a table elsewhere will show, it 
has earned at the rate of over $2,000,000 
for its stock, and these earnings are fig- 
ured on the basis of reserves for the 
first 6 months. That is to say, twice as 
large reserves are charged against earn- 
ings for the entire year as were actually 
charged in the first six months. Were the 
reserves not figured on so conservative 
a basis, the indicated earnings on the 
stock would be considerably higher. 

Operating against the company’s imme- 
diate prospects is its large capitalizatior 
—over 22 millions all told—including: 


Outstanding 


PE ME. cavcecnonesemiuad $3,500,00 
Capital Stock of Subsidiaries... 831,205 
ee er 18,063,375 


The funded debt calls for 744% inter- 
est, or about $262,000. After interest and 
depreciation and depletion charges, a 
figured above, the company should show 
slightly over $1 a share earned for the 
stock this year. 

To be operating at a profit, even ir 
such a good oil year as the present, is n¢ 
mean achievement, apparently, in the inde- 
pendent oil world. Furthermore, Skell 
appears to be well-managed and well- 
intrenched industrially. Hence, were the 
writer the owner of 100 shares, he would 
be tempted to hold on to it, were market 
conditions favorable. But under the 
prevailing circumstances in a_ reac: 
tionary stock market, he would prefer 
to liquidate the commitment for tht 
time, with a view toward its resump 
tion, perhaps, later on. 























SKELLY OIL CORP'’N. 
(In Thousands) 















F 1920 1921 *1922 
Gross earnings. .$6,247 $12,160 $13,314 | 
Expenses ....... 1,431 484 | 
Oper. profit...$4,816 $3,975 $65,830 
Intra-Co. profit... 255 ene on6s 
Taxes and int.... .... 324 410 
$5,071 $3,651 $5,420 


Inc. losses ...... 474 
TT <sone00e'. aves 


Net earnings. .$4,596 


3,989 3,218 


| 
t$338 «= $2,202 |F 
t Deficit. : 

‘T 





* Based on Ist 6 mos. 
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BANK RULINGS AND 
DECISIONS 


(Continued from page 52) 





t time or when it is changed, in order 
hange the designation, such resolu- 
is forwarded in a blank provided 
the purpose by the Federal reserve 


End of Election Period 


ominations for directors may be made 
to November 13, those received after 
ve o'clock of that day being dis- 
irded. On November 15 a list of all 
inations is made to member banks 
1 the names of the banks nominating 
candidates. At the same time there 
‘rovided a preferential ballot, with 
es for the recording of first, second 
other choices for a director of each 

Within fifteen days of the receipt 
uch list and ballot every eligible vot- 
member bank is required to record 
vote. The results of the election are 
cted to be announced about Decem- 
4 





TREND OF MONEY, 
PRICES AND CREDIT 
(Continued from page 53) 





inctly lower values for nearly all 
ses of bonds. The reaction in Lib- 
bonds which took place after Sec- 
ry Mellon’s large bond offering is 
remembered, and represented a re- 
istment of older bond values to the 
securities. A like readjustment has 
1 going on jin other classes of issues. 
stocks of railroad and other com- 
es have tended to recede from un- 
high levels which they had reached, 
tendency of bonds has been to move 

with them. This situation is re- 
ed in the graph showing the cost of 
rate credit which, as usual, is sub- 
d herewith and which shows the in- 
sing yield for long-term funds as 
ted in the decreasing price of those 
dy outstanding at specified rates of 
n. The figure for this month shows 
erage of 4.65%. This movement has 
gone very far and on the whole is 
ly likely to go very much further. 
the tendency is sufficiently evident to 

it clear that there has been a very 
rtant readjustment which is prob- 
still in progress in a good many di- 


ns, 
Commodity Price Situation 


nditions in the field of short term 
corporate credit have not been in- 
ced as much by changes in 
ity prices as had been expected. The 
t price-index figures show on the 
age a fairly stable level of values. 
Istreet’s index stands at $12.50. This 
|, however, is not quite as fixed as it 
ars to be, due to the fact that there 

been unusual discrepancies in the 
ous classes of goods in the open mar- 
Manufactured items have advanced 


com- 


siderably, and have been accompanied 
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The Dollar 


The daily actions of most of 
us are influenced by the mes- 
sages received over the tele- 
phone, and yet few of us stop 
to think of the men and women, 
and the mechanisms, which 
help to make that daily service 
possible. 


Maintenance, repairs, and 
the work of handling calls, 
must constantly be carried on 
in good times or in bad, and 
they must be paid for, in order 
that your telephone service 
may be continued. 


The average dollar will buy 
to-day less than two-thirds of 
what it would buy before the 
This means that it costs, 


war. 


Better Service 











in a moderate way by some agricultural 
products. The bulk of the latter have not 
gone up in proportion and there are va 
rious mining products which have either 
not advanced at all or have fallen. The 
result has been to leave the banking sit- 
uation considerably influenced — by 
changes in values of goods than has ordi- 
narily been the case. For the immediate 
present the tendency of prices is believed 
to be upward. And this advance is ex- 
pected to continue during the autumn 
months although at a moderate pace. Be 
lief has lately been expressed by some 
economists that reaction toward the pre- 
war price level would eventually occur 


less 


on the average, half as much 
again to buy most of the things 
that are necessary for keeping 
the country going; but the ad- 
vance in telephone rates is far 
less than this average. 


In fact, gauged by the pres- 
ent purchasing power of the 
dollar, telephone service in the 
country as a whole is costing 


the subscriber less than it did 
in 1914. 


The Bell System generally 
has been able to meet higher 
commodity prices and in- 
creased wages by means of 
new economies in operation 
and the increased efficiency of 
loyal employees. 


“BELL SYSTEM” 
AMERICAN TELEPHONE AND TELEGRAPH COMPANY 


AND ASSOCIATED COMPANIES 
One Policy, One System, Universal Service, and all directed toward 


but could not be expected to for a “de 
cade.” true such long-range 


forecasts may be, they at all events have 


However 


no practical application at the present mo 
but on the the 
agreement of authorities is to the 
that the price movement is likely to 
tinue upward for a while still to 
come 


gene ral 
effect 


con 


ment, contrary 


good 


Activity of Credit 


The increasing activity of credit, al 
though noted a month ago, is sustained 
and indicates the effect of active buying 
(Please turn to page 75) 


73 














Bethlehem 
Steel 


Corporation 


New 7% Cumulative 
Preferred 


an Investment Stock 
Now Selling 


to Yield Over 7% 


Circular on Request 


SCHUYLER 
CHADWICK & BURN 1AM 
Members N. Y. Stock Exchange 


100 Broadway, New York 























ODD LOTS 


correspond to small retail 
purchases of any com- 
modity. 

They are a convenience 
and aid to the small inves- 
tor, who wishes to diver- 
sify his holdings. 

Odd Lot investment 


explained in a book- 
let sent on request. 


Ask for No. MW 


GisHoum @ (HAPMAN 


Members New York Stock Exchange 


52 Broadway, New York City 
Telephone BOWling Green 6500 


UNLISTED UTILITY BOND INDEX 
GAS AND ELECTRIC COMPANIES 


Offered Price 


Bronz Gas & Electric Co. First 5s, 1960 (a).....ccceecescecsees eccce 91 
Buffalo General Electric First 5s, 1939 (c).....cccececccccccccceecese 101 
Canton Electric Co. Firat Ga, 1987 (b)...ccccccccccccccccccccccccece 97 
Geers Tilestets BR. Ga, Ga, SUED Gabe cccccccoccccccccccceccccesece 100 
Denver Gas & Electric Co. First 5s, 1949 (c).......ceeeceeccccceeees 96 
Duquesne Light Co., Pittsburgh, 74s, 1986 (b)...........---ceeeeees 107% 
Evansville Gas & Electric Co. First 5s, 1982 (a).........-..cccceeeee 95 
es Tee, Gee Ne GR, BED GiBeccccccoscccccecccccccceseses 92 
Indianapolis Gas Co. 5s, 1952 (a)........+... peidbdbeieeeseeeineente 93 
Los Angeles Gas & Electric Gen. 7s, 1981........0cccecscccccecceece 107 
Louisville Gas & Elec. Ref. 7s, 1932, 1923 (c)........ecccccecceees 102 
Newada-Cal. Electric First 7s, 1946 (c)........cccccccccccccccvcece » 
Oklahoma Gas & Electric Co. First & Ref. 734s, 1941 (c)......-...- - 104 
Oklahoma Gas & Electric Co. First Mtge. 5s, 1929 (a)..........20.+. 96 
a OO ee a ee emmereneeneses 100 
Rochester Gas & Electric Corp. Series B 7s, 1946 (b)........0-0e005- 110 
San Diego Cons. G. & El. First Mtge. 5s, 1989 (a)..........cceeeees 98 
San Diego Cons. G. & El. First Mtge. Ref. 6s, 1989..... Secescccooses 101 
Standard Gas & Electric Conv. S. F. Gs, 1926 (b)........ccececceeees 1¢0 
Standard Gas & Electric Secured 7348, 1941 (c).......cccccccccccsees 103 
Syracuse Gas Co. First 5s, 1946 (a).......... Snesocccecasseccences ~~ a 
Twin-State Gas & Electric Ref. 5s, 1958 (c).......ceeeeeecccecs cooee |= 


POWER COMPANIES 


Adirondack P. & Lt. First & Ref. 6s, 1950... 2... .ccsccccccccecs occe Oe 
Adirondack El. Power Co. First 5s, 1962..... Seecdcosecooesecoseccce 97 
Alabama Power Co. First 5s, 1946 (a)....... weeesese Senereosoossees »§ & 
Appalachian Power Co. First 5s, 1941 (a)..........- Sanenesunecesues 91 
Calif. Oregon P. Co. First & Ref. 734s, Series A, 1941 (c)...........- 110 
Cent. Maine P. Co. First & Gen. Mtge. 7s, Series A, 1941............. 106 
Cent. Maine Power Co. 5s, 1989 (a)......... Seoeeeeeoecesoocence cocoon OD 
Cent. Georgia Power Co. First 5s, 1938 (c)......... 806eeeoeesesoeses 90 
Columbus Power Co. (Georgia) First 5s, 1986 (a). ........sceeeeeeers 95 
Colorado Power Co. First 5s, 1958 (c)...........- Seseseeseneeoneeuse 96 
Consumers Power Co. (Mich.) 5s, 1936 (a)........ Sesseccesecsececes 97% 
Electric Dev. of Ontario Co. 5s, 1983 (b)..... Ccccccecccce ecccccce coo | «6 
Great Northern Power Co. First 5s, 1985 (a)......... ecccecceseces 8 
Great West. P. Co. First & Ref. 7s, Series B, 1950 eae coeccece - 107 
Great West. P. Co. 5s, 1046 (a)..........-0--e0e eccecccccocecccoccs 95% 
Hydraulic Power Co. First & Imp. 5s, 1951 (b)........ceccecccesees 100 
Idaho Power Co. 5s, 1947 (a).......ccccsecccccccess Sccccceccecce coe |§=—08 
Kansas City Power & Lt. 8s, 1940 (c)..... gecececoeseoe gcceeseoeoece 109 
Laurentide Power Co. First 5s, 1946 (b).......ccececesccccccccs ccooe «6B 
Madison River Power Co. First 5s, 1935....... eeceecccecooceses cccce 28D 
Mississippi River Power Co., First 5s, 1951 (c)......... ecccceccccece e 96 
Niagara Falls P. Co. First & Cons. Mtge. 6s, 1950 (b)..........- ecco 106 
Ohio Power First & Ref. 7s, 1951 (c)........ceccceeessees eesescecee Fe 
Penn. Ohio Power & Lt. Notes 8s, 1930 (c)......... evcccccce eccccce 168 
Potomac Electric Power Gen. 6s, 1928 (c)........ ecccece aeeeee cocoon 2D 
Puget Sound Power Co. First 5s, 1988......cccccccsseccccccccccceee 96 
Salmon River Power First 5s, 1052 (c).........seeeeees seccecsocccece 6G 
Shawinigan Water & Power Co. First 5s, 1934 (b)........ eseccccecce BOO 
Southern Sierra Power Co. First 6s, 1986 (c)....... ceccccece ccoccccece BOS 
S. W. Power & Lt. First 5s, 1948 (c)...........0. ceccecceecececs coe 6S 


West Penn. Power Co. First 7s, 1946 (c)....cccccceccccccccccecceess 105 
TRACTION COMPANIES 







Arkansas Valley Ry. L. & P. First & Ref. 744s, 1981 (b).........25.- 106 
American Light & Traction .~¥ TR, BD WEP cc cccvcescccocescoccce *101% 
Bloomington, Dec. & Champ. Ry. Co. First Se, BRP Cie cocvcceccese 78 
Danville, Champ. & Decatur 5s, 1988 (a).........eeesee0- ccccccecece 93 
Georgia Ry. & Power 5s, 1954 (b).......csccecccccccsnccccccececece 91 
Kentucky ‘Fraction & Terminal 1951 (8). .cccccccccecs ecccece cccce 6 
Knoxville 7S PE Gh, BD a cccsccsccenesoccecescoeececesee . & 
Milwaukee ight 1 eat & Traction 5s, 1929 (a eee 98 
Milwaukee Elec. Ry. & Light 7s, 1923 (c)..... . eee 102 
Milwaukee Elec. . eA Mn ns ccheccean - 108 
Monongahela Val. Trac. Co. Gen. Mtge. 7s, 1923 (¢)...22.20 222.2200. 101 
Deemeee Gt. Ber. Ge, BROS Gibecescccccccceccccccecces picenanemediite - 7 
Northern Ohio Trac. & Lt. Gs, 1926 (c)......ccceeecccccccccecece -- 99 
Nashville Ry. t he & 5s, fy ~ PPbeceneteduscacecsesos ecccucecece «- 98 
Portland Ry. Ref. Ser. “A” 7s, "46 (c) eeececes eccccee 3D 
Topeka Ry. a ‘Light Ref. ys BED Cede cccccccccccecccceccovcccese -- ©6888 
Tri-City & Light . 1980 (c)......0 ° 93 
United Light & Rys. Ref. 5s, 19382 (c)........+. 89 





United Light & Rys. Notes 8s, 1980 (c) 
TELEPHONE AND TELEGRAPH COMPANIES 


American ag? & Tel 5-Year BODE (E)cccccccccccccccccesoces ccoe 108 
Bell Tel. Co. of Quaade ist Se, 925 ree $0secococoooncecosese ooo §— 988 
Bell Tel. Co. of Canada Ist 7s, 1925 (b)........ eecececooocoseses soos 104 
Bell Tel. Co. of Pa. Ist Refund qe, 1948 Diccnnt neseocenscoss cccccee 160 
Chesapeake & Potomac Tel. Co. Va. Ist BED GBdocccececocece coon |= 
Home Tel, & Tel, Co. of Gpehone Set be, f Sep esteseenoncesenenes 94 

Trust Ga, 1GGB (DB) cccccccccccccccccee OF 


Western Tel. & Tel. Co. 


* Without warrants. 


Yield 
5.55 
4.90 
5.27 
5.00 
5.27 
6.60 
5.60 
5.50 
5.40 
5.90 
4.90 
6.10 
7.10 
5.70 
5.00 
6.20 
5.20 
5.85 
6.00 
7.12 
5.30 
6.40 


Sl okabstilel luted atebelabababphalaa 
SSSSSSSSSSSSESSESSS 


Label obalaled 
Sssssss 


| 
| 
| 
| 
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' in many branches of trade. It has been 


furthered by the expansion of loans and 
discounts at banks already referred to, 
although the principal basis for it is not 
found in increase of outstanding deposit 
accounts but is found in the more rapid 
turnover of ordinary balances as shown 
by the diagram herewith furnished. This 
activity of credit is one of the more 
wholesome indications of the increasing 
sperity of business. 


SOME SUGGESTIONS ON 5% 
UTILITY BONDS 


Price Advance in Bonds Seems to 

Have Been Halted, At Least Tempo- 

rarily, But Some Investments in 5% 
Issues Are Advocated 


'TITH indications that the cream in 
the upward movement in the 
bond market is off at least for 


the time being, the wise investor can still 

) through the list for good 5% issues 
whch are not likely to be called and 
which will show him a good yield. The 
troible with most of the issues put out 


during the war and post-war period is 
tha: while a relatively high yield is shown, 
the callable feature detracts a great deal 
and these bonds do not at all answer the 
requirements for anyone seeking a long- 
investment. It is only a question 
time when the issues put out under 
the stress of war-time high money con- 
ditions and paying 6%, 7 and 8 per cent 
interest will be called. 


Georgia Light & Power 5s 


good 5% bond in a company which 
is steadily showing improved earnings is 
found in the Georgia Light, Power & 
Railways 5% sinking fund gold bonds, 
duc September 1, 1941. At. the present 
selling price of 83, a yield of 6.50% an- 

y is shown on the investment. Com- 


p is chiefly a holding organization but 
a small portion of the properties 
‘ olled is in traction lines, the Ma- 


( Railway & Light Co. Other com- 
panics controlled are the Central Geor- 
gia Power Co., the Central Georgia 
Transmission Co. and the Macon Gas Co. 
Company also furnishes a large part of 
the electricity requirements of Atlanta. 
Earnings are now running about 2% 
times interest requirements. 


Canadian Light & Power 5s 


ther issue which seems desirable 
to those who are not unwilling to go out 
' the United States for investment, 
seems to be in the comparatively little 
known Canadian Light & Power Co. 5% 
. Company is controlled by Mon- 
tres] Tramways & Power Co. Ltd. The 
firs: gold 5% bonds constituting the sole 
funded debt of the operating company 
are due July 1949. Company has a high 
grade hydro-electric plant on the St. Law- 
re river and a transmission line to 
Montreal. There are less than $6,000,000 
of the bonds outstanding which are a first 
mortgage on the properties. 
\t the present selling price of 83 a 


| vield of 6.30 is shown if held to maturity. 
| The bonds are very attractive for a long- 


rm investment. 
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KIDDER, PEABODY & Co. 


18 BROAD STREET 115 DEVONSHIRE STREET 
45 EAST 42D ST. 216 BERKELEY ST. 
NEW YORK BOSTON 


10 WEYBOSSET STREET, PROVIDENCE 





Government Bonds 
Investment Securities 
Foreign Exchange 
Letters of Credit 


Investment Circular on Request 





Correspondents of 


BARING BROTHERS & CO., Ltd. 


LONDON 























_ FORTY-TWO YEARS 
of 


| INVESTMENT SERVICE 


H is the record on which we solicit ; 
it your business for Bonds or 
Investment Stocks. 


We offer investors the benefit of 
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the lower priced rail- 
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Victor Talking Machine's |}600% Dividend 


NE of the outstanding successes of 
the industrial world—Victor Talk- 
ing Machine—whose relatively tiny 
capitalization resulted in inaccessible 
prices for its shares has decided to ex- 
pand its capital to a point more nearly 
reflecting the immense asset values be- 
hind it. On October 23rd, the stockhold- 
ers—consisting for the most part of the 
handful of people represented in the man- 
agement—ratified a resolution to increase 
the capital stock from $5,500,000 to $35,- 
000,000; and three days later, the direc- 
tors declared a stock dividend of 600%. 
The action gives the stockholders 
of November Ist six new shares of stock 
in place of every one old share, or five 
more shares than they formerly had. Al- 
ready the over-the-counter houses are 
dealing in the new issue. The price on 
the old stock, some time before the dec- 
laration, was around $1,000 per share; 
the new stock, at this writing, is quoted 
161-165, and has ranged from as high as 
167 to as low as 163. 


The Ten-Year Record 
Victor's marvellous since 
ganization twenty-one years ago is indi- 
cated in a comparison of balance sheet 
showings for the last ten years: 
In 1912, the working capital was less 
than 6-millions; in 1921, it exceeded 23.5- 


as 


success or- 


millions. 

The plant value 10 years ago was $3,- 
000,000 (in round numbers); last year it 
was booked at $12,000,000. (This com- 
parison is practical in the case of Victor. 
The management which values several 
million dollars worth of patents and good- 
will at $2 is equally conservative in re- 
gard to plant investment. In fact, there 
is well-grounded belief in some quarters 
that Victor’s plants could be valued 8- 
millions higher with full justification.) 

The surplus in 1912 was 10-millions. 
It is now well over 43-millions. 

To equip itself to handle the amount 
of business done ten years ago, the cor- 
poration carried only a little over a mil- 
lion and a quarter of inventories. Last 
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year, over thirteen millions were carric« 


With due regard for price changes, this 


is an index of the corporation's expat 
sion. 

Earnings accounts have not been pul 
lished in the past; but, by comparing 
last two balance sheets, it is possible t 
secure an idea of the company’s capabil 
ties in this direction. Thus, 1921 s 
about $2,250,000 dividends paid, an 
crease in surplus of $2,190,681, and a loar 


The 


of $2,500,000 discharged. sum 
these items—about 7 millions—is at least 
a reasonable minimum to set for Vi 
tor’s 1921 results. Incidentally, it is + 


equivalent of $20 per share on the 3: 
000 shares of new stock authorized by 
shareholders 


The Industry 


Of the outlook the 
Company is controlled largely by cond 
tions in the industry it In t 


course, of 


serves. 


connection, it is interesting to note that 


a substantial change for the better 


as 
taken place in the talking-machine world 
Back production, which piled up on deal- 


ers last year, is being rapidly absorb 
in fact, some of the produc 
are already oversold. fact that tl 
Bridgeport plant of one of the larg 
manufacturers just recently 
opened is a straw in the wind. Victor 
self is understood to be sold up to Marc 
of next year, and to be on a full-spee 
production schedule. 


largest 


The 


Was 


Dividend Payments 
The best evidence of the earning powe! 

Victor Talking Machine is containe 
in its dividend record. This shows that 
since 1901 the corporation has paid out 
no than 416% on its stock. Th 
rate on the old stock so far in 1922 has 
been 40%. In 1920, 60% was paid, and 
in 1916, 80%. 

What dividend the new shares will 
ceive course, purely conjectural 
Two points may be recorded in this co! 
nection, however. First, that Wall Street 
anticipates a rate of 8% regular plus ex- 
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Victor 
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ras on the issue. Secondly, that the 
urrent $40 rate on the old stock calls 
1” approximately $2,000,000 annually, 
hich would be at the rate of $5.71 on 


he 350,000 shares of new stock. In other 


ords, if Victor is to pay what Wall 
treet expects, an increase in the cur- 
ent rate would be necessary. The cor- 
oration disbursed 3-millions in divi- 
ends in 1920, which would exceed $8.50 


ver share on the new stock. 


Investment Aspects 


The foregoing factors having been 
iken into consideration, this department 
s inclined to consider the new shares of 


he Victor Talking Machine Co. among 


1e most attractive investments, on their 
wn merits, available in the outside mar- 
t. In a word, they represent one of 
1€ most conspicuously successful corpo- 
itions in the country, managed by con- 
rvative and capable men and enjoying 
n improving business. Incidentally, they 
re preceded by no funded debt and only 
100 of preferred stock. 
Of course, consideration must be had 
the general market trend, if a se- 
irity is to be purchased at the “right” 
me. Assuming that care will be exer- 
sed in this respect, the belief is held 
hat Victor new stock can be recom- 
vended, 





SEPTEMBER NET EARN- 
INGS DECLINE 
(Continued from page 23) 








s other than coal by castern carriers 
ecause of an inadequate car supply. The 
ir-service division of the American 
tailway Association reported a demand 
r freight cars in excess of supplies of 
56,309 on October 15th. The railroads 
ive been placing large orders for new 
juipment and since the termination of 
e shopmen’s strike there has been a 
rge amount of repair work done. 
All indications seem to point to a vast 
nprovement in earnings for the balance 
the year, despite the fact that operat- 
g expenses will very likely be higher 
a result of the increased cost of coal 
d materials and supplies. 





TRADE TENDENCIES 


(Continued from page 58) 





n to the year’s highest levels. Re- 
tions are to be expected from time 
» time as profit-taking by speculative 
iiders develops, and purchasing by 
e mills, who have satisfied their more 
mediate needs, slackens. 
The broad trend of cotton would still 
ppear to be upward, however, not- 
ithstanding the extent of the recent 
se. The statistical position is decided- 
strong and all indications point to 
aintenance of the commodity’s funda- 
ental strength. World production of 
‘tton has not kept pace with increas- 
ng demand, and, so far as the domestic 
tuation is concerned, there seems to 


be little hope of material increase in 
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How I Trade and Invest 
in Stocks and Bonds 


by Richard D. Wyckoff, 


Editor of The Magazine of Wall Street 


No one who buys securities—whether he be an odd-lot 
investor or a trader on a large scale—is thoroughly equipped 
unless he has digested the lessons that Mr. Wyckoff sets forth 
in this book—the result of 33 years of experience in Wall Street. 


The man who has conducted his own business successfully 
has not had time to delve into the principles that underlie in- 
vestments. He therefore must rely upon those who have studied 
the subject from every angle. 


As Editor of THE MAGAZINE OF WALL STREET, 
Mr. Wyckoff has come in active contact with the mistakes of the 
average security buyer, and has developed into successful in- 
vestors many thousands of business men who had lacked the 
necessary training in the principles of security values. 


PARTIAL CONTENTS 





Profitable Experience in the Brokerage and Publishing 
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Safeguarding Your Capital. 
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output until more effective steps have 
been taken to check the ravages of the 
weevil. 

Export demand for American cotton 
for the current year has been rather dis- 
appointing as a result of the unsettled 
state of European finance, but it seems 
probable that the broadening domestic 
demand -for~cottom goods, -coincident 
with“improving industrial -conditions, 
will go a great way to offset whatever 
falling off «may occur in this respect. 

Furthermore, the very real prospect 
of a small carry-over at the end of the 
present season will remain a factor of 
the first importance until the size of 
next year’s crop becomes established. 
Another short crop next year would 
create an uncomfortable situation for 
consumers. During the 1921-22 season, 
the world’s production of cotton was 
approximately 4.3 million bales less 
than consumption, while the probabili- 
ties are that consumption for the cur- 
rent season will exceed production by 
about 3 million bales, leaving only 6 
million in the world supply at the close 
of July, 1923, a figure two-thirds as 
large as last season’s stock. 

The preponderance of evidence on the 
bullish side would thus indicate that the 
cotton market has not yet entirely dis- 
counted the strong position of the com- 
modity, but it may not be amiss to 
sound a note of caution so far as the 
nearby prospect is concerned. The re- 
cent rise has been sufficiently extensive 
to suggest some violent reactions before 
an ultimately high level is established. 











IS THE COUNTRY OVER- 
RAILROADED? 
(Continued from page 11) 








the same route or line, the shorter 
being included within the longer dis- 
tance, and whether combinations of 
rates, and transit privileges, that now 
unduly favor certain jobbing and junc- 
tion points should be canceled and rea- 
sonable through -rates established to all 
points. The opportunity to do a manu- 
facturing business at a profit should be 
afforded at any point in the country. The 
supply of raw material and the possible 
field of consumption will dictate the lo- 
cation. 

“A new era is at hand. The carriers 
of the country for the future are to 
serve the public interests. The dic- 
tates of selfishness and private greed 
that have for so long a time controlled 
the policy and management of our 
great transportation systems no longer 
constitute the guide for action. In a 
time like this when readjustment of 
industrial and economic conditions is 
imperative, the railroads must do their 
part to the end that there may be de- 
cided progress on the highways that 
lead to equality of opportunity for all 
and to ultimate national greatness and 
individual contentment.” 


OUTLOOK FOR THE ExX- 
PRESS COMPANIES 
(Continued from page 45) 











AMUSEMENTS 











More Strongly Intrenched 


The moving picture and vaudeville in- 
dustries, having passed a rather slack 
season during the summer, should now 
begin to feel the effect of larger atten- 
dance with the advent of Winter. These 
two industries suffered from falling pat- 
ronage brought about by unemployment 
last year, but now that this condition has 
been reversed by improved industrial con- 
ditions, the theatres should face a more 
favorable season. 

The upward movement of production 
costs of the pre-depression period caused 
a general revision of admission prices to 
a high level. Although a return to pre- 
war levels is scarcely to be expected, the 
scale of admissions has been brought 
more nearly into line with existing condi- 
tions and the outlook is for stability in 
this directon. On the whole, it is doubt- 
ful whether costs have come down to a 
degree compatible with large earnings, 
but in this respect the theatres are prob- 
ably affected no more than the majority 
of industries. Those companies which 
have, by good management and long ex- 
perience, entrenched themselves in their 
respective fields, should reap the greater 
measure of benefit from the better days 
which appear to be ahead. 

The motion-picture industry may be 
said to be near the end of the develop- 
ment stage and is slowly becoming estab- 
lished on a more businesslike basis. 


THE MAGAZINE OF WALL STREET 


Wells Fargo Express 


Predominating factor in a considera- 
tion of the affairs of Wells Fargo Ex- 
press is likelihood of a winding up of 
its affairs and distribution of assets. 
This may come in the near future, but 
there have been no official utterances on 
the subject so that just when it is likely 
to come, if it does, is problematical. 

Book value of the stock in the event 
of liquidation, as shown by the 1921 
statement, was $108 a share, and this 
figure has increased somewhat by ap- 
preciation in value of the various securi- 
ties which it owns. In addition to its 
holdings of stock in American Railway 
Express Co., Wells Fargo owns real 
estate valued at $750,000 and stocks, 
bonds and notes which at the close of 
last year had a market value of close to 
$14,000,000. 

Both in 1919 and 1920 no dividends 
were paid but present rate is $5 a share 
annually. Earnings in 1921 were equal 
to $5.34 a share on the stock, but this 
year the company should do much 
better. Of this amount income from 
express business is equal to $2.62 a 
share. 

As a liquidating proposition, lacking 
detailed figures as to prices to be re- 
ceived if the company sold its securities, 
it is difficult to place a value on Wells 
Fargo stock. Counting the A. R. E. 
stock at par, there appears a good 
chance of stockholders getting par. As 
a 5% stock selling at 95, a yield of 5.3% 
is given though there is always possi- 
bilities of extra dividends as in the past. 
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MARKET STATISTICS 


N. Y. Times 
N.Y.Times Dow, Jones Avgs. ——50 Stocks 


40 Bonds 20 Indus. 20 Rails 


Monday, October 23...... 80.58 1 


00.11 


Tuesday, October 24....... 80.22 100.10 
\ednesday, October 25... .79.98 99.55 
Thursday, October 26...... 79.87 98.00 
Friday, October 27........ 80.08 98.76 
Saturday, October 28...... 80.20 98.68 
Monday, October 30....... 79.80 96.90 

1esday, October 31....... 79.85 96.11 
\Vednesday, November 1. .79.84 96.23 
(hursday, November 2... .80.15 98.50 
lriday, November 3....... 80.15 99.29 


High Low Sales 
92.56 91.44 89.24 1,179,585 
92.72 90.24 88.90 929,553 
93.06 90.34 88.97 1,025,356 
91.43 89.50 87.72 1,180,156 
91.90 88.82 87.37 880,713 
91.71 88.84 88.16 333,522 
89.84 88.55 86.41 1,088,448 
89.25 87.58 85.92 1,152,355 
89.28 86.79 85.10 1,137,754 
90.86 86.52 86.73 1,006,865 
91.11 89.16 87.76 1,016,075 
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H. HENTZ & CO. 


Commission Merchants and Brokers 
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NEW YORK BOSTON, MASS. 
Execute Orders for Future Delivery 
COTTON 
On the New York, Liverpool and 
New Orleans Cotton Exchanges 
COFFEE & SUGAR 
On the New York Coffee and 
Sugar Exchange, Inc. 
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On the New York Produce Ex- 
change 
GRAINS & PROVISIONS 
On the Chicago Board of Trade 
STOCKS & BONDS 
On the New York Stock Exchange 





Members of 
N. Y. STOCK EXCHANGE 
N. Y. COTTON EXCHANGE 
N. Y. COFFEE AND SUGAR 
EXCHANGE, INC. 
N. Y. PRODUCE EXCHANGE 
a BOARD OF TRADE 
iate Members: 
LIVERPOOL COTTON ASSN, 
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MAIL 
INVESTMENT 
SERVICE 


Our Mail Investment Department 
keeps in touch with each one of 
our out-of-town customers and 
helps him select investments most 
suitable and desirable to one in 
his circumstances, 


Many investors maintain a per 
sonal correspondence with our 
statisticians and in that way keep 
in close contact with changing 
market conditions. 


If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 
helpful co-operation of our Mail 
Service Department. 


We shall be glad to mail 
a copy of our Booklet 
“Investing by Mail” 


to those interested, on request 


GRAHAM & MILLER 


Members New Yerk Steck Exchange 
66 Broadway New York 








Nore: The following is a communica- 
tion from a subscriber who has been riled 
by a great many things Mr. Ford is say- 
ing. We are publishing it because of its 
very striking manner of presentation. 


Editor, Magazine 
Sir: 

There are a great many things for which 
we are indebted to Henry Ford but there are 
also a great many things he is saying which 
are positively ridiculous. I have included 
these things in the following which I have 
gotten up in the form of a letter to Mr. Ford. 
I —_ that you will find the space for it.— 

. G. 


of Wall Strect, 


Mr. Henry Ford, Detroit, Michigan. 

Dear Sir.—Your last outburst against 
Wall Street is quite on a par with the 
intelligence you have displayed in pre- 
vious alleged interviews and statements 
on the same subject. You say that Wall 
Street and the gold standard have out- 
lived their usefulness. Let me call your 
attention to the fact that were it not 
for Wall Street, which financed the 
railroads which run from the seacoast 
to Detroit and elsewhere, we should 
probably be traveling thence by means 
of horse-drawn vehicles, and a develop- 
ment such as the Ford Motor Company 
would still remain for the distant fu- 
ture. Does it ever occur to you that 
without Wall Street, railroads, public 
utilities and the great industrials (ex- 
cept yours) would never have _ been 
financed ? 

And what is Wall Street? A place 
where a market is established for all 
the billions of securities owned by mil- 
lions of investors throughout this coun- 
try and the world. One would think 
to read your mouthings on_ subjects 
you do not understand that you have 
some real grievance against Wall 
Street, but I cannot find that you have; 
but if it be true, please state just what 
it is and do it simply so that even the 
large percentage of our population who 
accept your outbreaks at par may read 
and judge for themselves. 

Some months ago you were in press- 
ing need of a hundred million dollars or 
so. You wiggled out of that hole very 
creditably, but the thing that made you 
fight hardest was your inordinate fear 
of what you call “falling into Wall 
Street’s clutches.” Well, let me tell 
you that Wall Street is good enough for 
such corporations as U. S. Steel, Penn- 
sylvania Railroad, Armour & Co., and 
a host of other giant industrial and 
transportation organizations. You knew 
at the time that there was only one 
place in the world where you could 
raise a hundred million dollars if you 
did not do the trick yourself. 

Your attacks on Wall Street are no 
more absurd than your statement that 
the gold standard has also outlived its 
usefulness, and you are right for 
the Soviet Government in Russia has 
proved it. But we suspect that your 
ranting up and down the columns of a 
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complacent press is partially influenced 
by two desires: first, to sell Ford car 
and second, to further your ambition 
toward the Presidency as an additiona 
means of advertising. 

You must think that one hundred an 
ten million people are looking towari 
Detroit, with hands behind their ears, 
listening for what you have to say on 
every subject under the sun. 

You say that through newspape 
headlines they (meaning Wall Street, 
suppose) spread propaganda about 
coal shortage so that everybody starts 
scrambling for coal. Does anybody on 
earth spread more propaganda than 
you do? 

Your questions which follow certainl 
entitle you not only to the Presidential 
nomination, but to the unanimous elec- 
tion. You ask why the Interstate Con 
merce Commission should permit the 
Louisville & Nashville Railroad to carry 
a seventy-million surplus and keep : 
insufficient one-track road. Since when 
has the I. C. C. been granted jurisdic- 
tion over the surplus of any railroad? 
when were decisions to double 
track taken out of the hands of the di- 
rectors and management? 

How can the public be fleeced on coal 
when the Government is fixing the 
price? Therefore, what has Wall Street 
(which means millions of investors) to 
gain by causing strikes and throwing 
railroads into convulsions? Have not 
these investors and their elected direc- 
tors much more at stake in the rail- 
roads than they have in a few coal 
properties, and does a coal strike cut 
down the available car supply? I un- 
derstand it results in idle cars. 

You say that public utilities, by pa 
ing high prices for coal, raise the rates 
to the public. Have you ever heard of 
local organizations known as Public 
Service Commissions which control the 
rates? If not, you may not be so well 
qualified for the White House as might 
at first appear. 

Your off-hand pronouncements « 
subjects you are trying to explain 
others but which you do not yourselt 
understand, may impress a certain cla 
of people who, being of age, at lea 
ean qualify in that respect to cast 
vote; but I doubt if there is a sing 
thinking man in the United States wl 
can read your so-called statements a1 
interviews and be impressed with an 
thing but the fact that in many cas 
you are allying yourself with some 
the worst elements in this country, a! 
this in spite of your protested Amer 
icanism. 

Some time ago the Ford facto 
closed up for a few days but, believ 
me, it is not the only thing in Detr 
that ought to shut up! 


Yours very truly, 
HB. 1. ©. 
STREET 
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Have You a 
Ten Minute Man ? 


TO successful treasure hunter is 








NOVEMBER 


Nor. 15—Q. M. SUP- 
PLIES — Brooklyn, 
N. Y¥., Auction. For 
catalog write Q. M. 

Ist Ave. & 
Brooklyn, 


im) Nov. 16— MEDICAL 
SUPPLIES — Phila- 
delphia, Pa., Auc- 
tion. For catalog 
write Surplus Prop- 
erty Sect., Office Sur- 
geon General, Wash- 
ington, D. C. 

Nov. 17—Q. M. SUP- 
PLIES — Boston, 
Mass., Auction. For 
catalog write C. O., 
Army Supply Base, 
Boston 9, Mass. 

Nov. 21—Q. M. SUP- 
PLIES—Camp Knox, 
Ky., Auction. For 
catalog write Q. M. 
8S. O0., 1819 W. 
Pershing Road, Chi- 
cago, Ill. 

Nov, 23—Q. M. SUP- 
PLIES—Chicago, IIl., 
Auction. For cata- 














log write Q. M. 8. 
0., 1819 W. Pershing 
Road, Chicago, IL 


DECEMBER 
Dec. 4—Q. M. SUP- 


P LIE S—New Or- 
leans, La., Auction. 





For catalog write C. 





0., Q@ M. Surplus 
Property Depot, At- 
lanta, Ga. 

Dec. 7—Q. M. SUP- 
PLIES — San An- 
tonio, Tex., Auction. 
For catalog write Q. 
M. 8. O., Ft. Sam 
Houston, San An- 
tonio, Tex. 

Dec. 8—LEATHER & 
HARNESS — New 
Cumberland, Pa., 
Auction. For catalog 
write Q. M. 8. O., 
Ist Ave. & 59th St., 
Brooklyn, N 

Dec. 12—-Q. M. SUP- 
PLIES — Columbus, 
0., Auction. For cat- 
alog write Q. M. 8. 
O., 1819 W. Pershing 
Road, Chicago, IL 

Dec. 15—Q. M. SUP- 
PLIES — Philadel- 


phia, Pa. Auction. 


For catalog write Q. 
M. 8. O., Ist Ave. & 
59th St., Brooklyn, 
N. Y. 


“Early in December the 
large Ordnance Gun 
Plant and land locat 
ed at Chicago will be 
sold. For information 
write Chief, Construc 
tion Service, 0. Q. M 
; 33 Munitions 

Washington, 


The Government re 
serves the right to re 
ject any or all bids 
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worth more to you than the 
clerk who spends ten minutes a 


day looking up War Department ads. 


For there is treasure a-plenty in these. 
They announce Surplus Property sales 
that spell tremendous savings and quick 


deliveries. 


The things you need are among them. 
All you have to do is LOOK. Then 
write for catalog. Then attend the sale. 


Don’t overlook a single ad. If you do, 
you may overlook a saving of great pro- 
portions. Your clerk can look them up 
and then route the publication through 
the various departments. 


It’s only a ten-minute job —or less. 
And big dividends await your taking. 
If you want to know more about the 
sales, ask Major J. L. Frink, Chief, 
Sales Promotion Section, Office, Director 
of Sales, Room 2515, Munitions Bldg.., 
Washington, D. C. 


Send for this booklet—‘The Story of 
War Department Sales” 
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Hydro-Electric 
Light and Power 
Securities 


We are specialists in high- 
grade listed and unlisted 
public utility securities. 
Offerings, quotations, and 


analyses on request. 


Send for our “Service” Booklet 





BAKER, YOUNG & CO. 
50 Congress Street 
Boston, Mass. 


Philadelphia Springfield 

















THE LONG 
TREND 


Affects Both Investment 
and Speculation 





THE BACHE REVIEW 


Condenses, each week, 
the record of current events 
and their significance, en- 
abling conclusions to be 
drawn by those interested. 


Copies may be obtained on applica- 
tion. Ask for issue M. W. 20. 


J.S. BACHE & CO. 


ESTABLISHED 1892. 
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MISSOURI PACIFIC 
RAILROAD CO. 
(Continued from page 25) 











the district have not become important. 
The traffic outbound consists of agri- 
cultural products, lumber and _petro- 
leum. Inbound there are the manufac- 
tured products consumed by the popu- 
lation and in the case of the Missouri 
Pacific, bituminous coal _ constitutes 
about 20% of the total tonnage. The 
success of the Mop and the other roads 
competing with it is dependent upon 
their ability to get settlers in and to 
encourage manufacturing industries 
along their lines. There is no section 
of the United States that possesses 
greater possibilities of improvement 
than the Southwestern-Gulf district, 
which has not progressed with the same 
rapidity that has characterized other 
sections of the country. 

The Panama Canal should prove 
beneficial to the Missouri Pacific. In 
the past the shortness of its average 
haul has proven a serious handicap, for 
its lines have served mainly as gather- 
ing lines. The Canal has increased the 
traffic moving from the Middle West 
out through the Gulf ports and will 
furnish a larger volume of long haul 
through traffic which will prove profit- 
able to the Mop. 


Missouri Pacific’s Stock Issues 


The stock capitalization of the Mis- 
souri Pacific consists of $71,800,100 
preferred and $82,839,500 common 
stock. The preferred is entitled to 
dividends at the rate of 5% per annum, 
which became cumulative after June 
30, 1918, so that at the end of the cur- 
rent year there will be accrued divi- 
dends amounting to 22%%. The opin- 
ion was held in some quarters that the 
company would soon commence the 
payment of regular dividends on its pre- 
ferred stock and begin to pay up the 
back dividends. The rise in price from 
a low of 45% in January to a high of 
63% for the present year seemed to 
partly discount such a course. 

Earnings for 1922, however, will not 
be sufficiently good to warrant the pay- 
ment of dividends for the immediate 
present. Although earnings for the 
first seven months were considerably 
ahead of those for the similar period of 
1921, and gave some ground for op- 
timism in regard to a dividend, reports 
for August and September have largely 
dissipated such hopes as existed. Due 
to a combination of the coal strike and 
the railroad strike earnings for the two 
latter months have been distinctly dis- 
appointing. September’s net operating 
income was only $80,000, as contrasted 
with $1,820,000 for the same month of 
1921. The total for the period ending 
September 30, is $5,345,000, and al- 
though the remaining months of the 
year should prove profitable, due to the 
settlement of the strikes and the large 
traffic which will follow, very little net 
income will remain after the payment of 
interest charges. Estimating other in- 
come at $2,500,000 it will be necessary 
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to earn at the rate of over $1,000,000 
per month for the balance of the year 
to fully cover fixed charges of over 
$11,000,000. 

The hope of immediate dividends on 
Missouri Pacific preferred has prac- 
tically vanished, as its recession in 
price to 53, as of October 30, indicates. 
Needless to say, the large accumulation 
of dividends on the preferred deprives 
the common of any substantial specu- 
lative possibilities for a long time to 
come. 

Ignoring present prospects and taking 
a long range viewpoint, the preferred 
stock is in a very favorable position. 
We must not allow the decidedly poor 
earning statements, due to special 
causes to obscure our vision or blot out 
our perspective Under normal condi- 
tions, as the first part of the present 
year indicated, Missouri Pacific may be 
expected to earn a fair-sized balance 
available for dividends. With the de- 
velopment of the territory which its 
lines embrace and with more econom- 
ical operation which ought gradually 
be attained, will come greater prosper- 
ity for the road. All its securities, in- 
cluding, of course, its Lond issues and 
particularly those junior in lien, will 
share in this improvement. Because 
of the larger accumulation of dividends, 
Missouri Pacific preferred will be es- 
pecially benefited. 





INVESTING YOUR IDLE 
FUNDS 
(Continued from page 21) 











large assets of the company which are 
a security for them, are entitled to a 
high rating. 

The obligations of New York Air 
Brake, Lackawanna Steel, U. S. .Smelt- 
ing & Refining, and American Tobacco 
Co. are all high grade. New York Air 
Brake has a funded debt of only about 
$3,000,000 and has generally earned its 
interest charges by a wide margin 
This was another company, however, 
that reported a deficit in 1921, but with 
improved conditions in the railway 
equipment field conditions have changed 
for the better with this company 
Lackawanna Steel also failed to earn 
interest charges in 1921 but they are 
usually earned many times over. The 
convertible 5s of 1923 are outstanding 
in the amount of $10,862,000 and are 
secured by a first mortgage on the 
plant at Lackawanna. They are senior 
in lien to the convertible 5s due 1950 
The funded debt of the U. S. Smelting, 
Refining & Mining Co. consists of the 
$12,000,000 issue of convertible notes 
due in 1926. This company has earned 
its interest charges on these notes for 
several years by a wide margin and 
they are entitled to an excellent rating. 
The American Tobacco Co.’s only debt 
consists of $10,000,000 notes due néxt 
year and interest charges on these have 
been earned by such a wide margin in 
the past that they deserve to sell under 
a 5% basis. 

The investor in any of the securities 
shown in the accompanying list has a 
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ide degree of safety. 
above, however, it is well to diversify 





As pointed out 


much as possible when investing in 


ort-term securities. When funds are 
vested for a short period the certainty 
‘ getting it when it is wanted becomes 
predominant factor. In a long-term 
ynd backed by good earnings and se- 
rity, a temporary setback is not of 
rious moment, but in a short-term 
curity such a condition may work 
rious hardship. The failure of the 
iterborough to retire its short-term 
ites in November, 1921, is an example 


what may happen. There are abso- 


utely no indications that anything of a 
nilar nature is likely to happen in 
he case of any of the securities named 


this article, but it is well to point 


vit that diversification is of more im- 
rtance when it is expected that cap- 
tal is to be repaid in a short period 
an it is in the case of long-term 
nds. 
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Practically 100% Renewed 
Memberships ! 


Did the recent turn in the market catch you on the long side? 


Associate Members of the RICHARD D. WYCKOFF ANA- 
LYTICAL STAFF are not now carrying stocks purchased at 
higher levels, because they were advised to sell out their long 
holdings several weeks ago, at the top (when everyone was 
bullish). The reaction found their funds in a liquid condition, 


ready for new opportunities. 


That our subscribers are highly satisfied with the results 
obtained for them could not be better proved than by the 
fact that our files for the quarter show practically 100% 
renewals of Membership. 


During the past year, Associate Members who purchased 
100 shares each of the securities we recommended, realized 


profits equivalent to over 85 times the yearly membership fee. 
Those dealing in smaller lots realized profits in proportion. 
Write for documentary proof of this statement. 


Excellent opportunities are bound to present themselves 


during the coming year. 


Will you, like our Associate Members, be able to take ad- 
vantage of these, or will you lose money and opportunities 


because you were not properly advised ? 


Mail the coupon. Full information and the proof will be 


sent to you at once. 


| ce ere ee es ee = COUPON om ee cre ee ee ee ee ee ee ee 


THE RICHARD D. WYCKOFF 
ANALYTICAL STAFF 


42 Broadway, New York. 

What can your staff do for me? 

Il am interested in © Investments for a long pull or © trading or © both. 
(Mark the ones you are interested in.) 


My present security holdings and available capital total approximately 


This is to be held in strictest confidence by you. 
I understand there is no charge or obligation in sending for this information. 


Sy Ge BD 6.0 6 666.60 86:666 0060606500660 0500586058eRe6Seeseereseses 
Nov. II. 
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CitiesServiceCo. 
6% Cumulative Preferred Stock 





Present Yield over 814% 


The constantly improving 
financial position of Cities 
Service Company is shown 
by a comparison of net 
earnings for the last three 
months—July, August and 
September, 1922, amount- 
ing to $2,974,502 —with 
corresponding months in 
1921, when net earnings 
totaled $2,023,485, an in- 


crease of more than 45%. 


Preferred dividends were 
earned 2.40 times during 
the year ended September 
30, 1922. 


Send for Circular P-18 


Henry L. Doherty & Co. 


Securities Department 
€0 Wall Street New York 


Branches in Principal Cities 

















Many 7% 
Preferred 
Stocks 


of well-known companies 
with long dividend records, 
can be had today at prices 
to yield over 7%. These 
neglected preferred stocks 


are rated higher and are 


Better than 
6% Bonds 


of many other corporations 
where active demand has 
carried the bonds to par or 
We have made an 
interesting list of these 
stocks which will be sent 
free to investors on request. 


above. 


Ask for M. W. 63 


R. J. McClelland & Co. 


Investment Securities 
60 Broadway, New York 








The Business of Oil 








Difficulties in the Way of Oil Companies 
By E. M. THORP 


RODUCING oil is a business of 
P experimenting. Every well drilled 

is a trial. Chances have been 
minimized by experience. They have 
not been eliminated. It is not a sure 
thing vocation but results favor prac- 
tice. Experience is the outstanding 
advantage. Experience and _ experi- 
menting are of the same derivation. 
That is to say, they are closely akin. 
Experimenting is the bone and experi- 
ence is the sinew of oil producing. 

It is not a speculator’s game, though 
speculators have given it a taint and 
color. The words, “oil,” “acreage,” 
“drilling,” have no magic in themselves 
as conjured with in promotion litera- 
ture. They lend no assurance of divi- 
dends or appreciation of investment. 
They, on the contrary, are fraught with 
infinite possibilities of loss and disap- 
pointment. Between the lease and the 
profit and loss ledger many dollars may 
dissolve. The fact that millions have 
been made in oil guarantees no more 
than the fact that millions have been 
lost. 

No accurate estimate can be made of 
the thousands who have invested in oil- 
producing promotions possessing little 
or no basis of promise. They were be- 
guiled by the spectacular features and 
the lottery element and they didn’t 
know and made no effort to learn. 
Leases near a great oil pool have been 
the foundation of scores of stock selling 
schemes, successful as investment bait 
but failures as producing projects. 
Mexia gave birth to many but that 
don’t condemn Mexia. The dry holes 
on the outside of a great oil pool are 
the most hopeless things in the world. 


Producing End Like Mining 


In the oil industry the same factors 
control success as in any other indus- 
trial field. The producing branch of 
the industry is analogous to the mining 
industry. It has, perhaps, more ele- 
ments of chance but it is susceptible to 
the same advantages of experience and 
careful management. Certainly it de- 
mands other talents than those essen- 
tial to the writing of prospectuses. 
Meritorious oil securities have suffered 
from the stigma attached by promo- 
tions and the lack of knowledge or mis- 
conception of the factors involved in 
producing oil. 

Not many years ago, some of the 
largest corporate units of the industry 
were controlled by a policy of buying 
crude petroleum rather than producing 
it because it was believed more eco- 
nomical and profitable. Growth in the 
demand for petroleum fuels coincident 
with the development of the automotive 
industry has created new conditions in- 
fluencing an abandonment of that pol- 
isy. Strength in crude oil producing 
properties is now generally acknowl- 
edged essential to strong position in the 
industry. 
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large 
than that in any other branch of the in- 


Investment in producing is 
dustry. There are many more pro 
ducing companies because it has bee: 
easier to enter this branch, and oil well 
are more beguiling to the investo: 
Domestic crude production is about 
1,400,000 barrels daily. As settled pro- 
duction it would be worth anywhere 
from $500 to $10,000 a barrel according 
to quality of oil and location. Assum- 
ing an average valuation of $2,000 
barrel daily output as settled, the total 
would be worth $2,800,000,000. Since 
the gross value of this year’s output of 
domestic oil wells will equal 35 per 
cent of this sum, this would not seem 
to be an extravagant valuation. 

Maintenance of production is an ever- 
present problem of the oil industry. 
Despite the over-produced state of the 
crude oil market, this is a constant urge 
to exploration and test. Scouts and 
geologists representing the larger 
American oil companies roam the earth 
in search of new pools. Oil stored in 
reserve tanks in this country is about 
a third of a year’s supply. The amount 
stored in the oil sands of the United 
States has been variously estimated at 
from five to seven billions. This can 
be little more than a scientific guess as 
recent discoveries of new oil-producing 
structures suggest that all such forma- 
tions have not been located and many 
that have been mapped but not drilled 
may not be productive. 


Geology’s Important Role 


This intensive search for oil has given 
geology a larger and more important 
role. While no geologist can absolutely 
predict the finding of oil and gas at the 
location selected, a competent geologist 
can very much lessen the chances of 
drilling dry or non-productive wells. 
Not many years ago the practical oil 
man held the geologist in contempt and 
referred to him as a “rock-hound.” The 
practical oil man was too practical or 
the geologist was too theoretical. The 
practical oil man is not so much inter- 
ested in the origin of oil as he is in its 
accumulation in economic deposits. In- 
creasing necessity of finding oil has 
effected a compromise at least in their 
working relations. 

Geologists seek out the folds and 
wrinkles of the earth’s crust, such 
formations being known as anticlines, 
domes and monoclines. Commercial oil 
and gas deposits frequently occur in the 
higher parts of these structures. Some- 
times these formations may be located 
by some surface sign. The presence of 
oil may be indicated by a seepage or 
other evidence. Unusually the struc- 
tures are completely concealed and the 
possibility of oil is nothing but a scien- 
tific theory. In the United States, the 
more certain signs of oil deposits have 
been tested in every locality to a definite 
conclusion. New oil pools recently dis- 
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overed and those of the future involve 
. longer odds against the expensive ex- 
eriment. 

The existence, however, of a struc- 
tural fold or wrinkle, is not enough to 
rrovide oil. Such a formation must 
-ontain a porous sand or limestone for 
1olding the oil and must be capped and 
underlaid by an impervious formation 
that will seal the deposit. Water is 
generally found in the same stratum as 
the oil, but being heavier is lower down 
the formation. Gas, being lighter than 
oil, is found in the highest part of the 
ormation. In an anticline or arch or 
fold, gas is at the top, oil just below it 
ind water under the oil. This is the 
theoretical condition and is closely ap- 
)roximated in nature. Such a struc- 
ural recipe for oil seems simple enough 
ut usually the only way of ascertaining 
the existence of these conditions is by 
lrilling, and that kind of evidence has 

very common way of entailing the ex- 
venditure of thousands of dollars and 
rroducing nothing but geological in- 
ormation. Even where such a forma- 
ion has been found ideal it has been 
found entirely dry. 

Water which accompanies petroleum 
s generally more saline than that nor- 
nally present in sedimentary rocks. 
Emphasis has sometimes been given the 
yresence of salt water in oil fields as 
though it was an uncommon condition, 
vhen as a matter of record the occur- 
rence is so regular that importance has 
veen given the possibility of relation- 
ship in origin. Throughout the world, 
the association of gas and petroleum 
with salt water, either in solution or 
n the solid state, are almost uni- 
ersal. In Texas and Louisiana, oil 
1as been found accumulated against 
lome-shaped masses of salt. The 
lrilling of wells for brine in Pennsyl- 
ania and the observation that oil and 
ras were usually found with it, were 
esponsible for the beginning of the 
etroleum industry in the United 
States. On the Kanawha River, near 

harleston, West Virginia, the Pure 

il Company operates a large salt 
lant on brine from wells adjacent to 
ts crude petroleum producing proper- 
ties in that locality. 

Reference to oil deposits as “pools” 
robably has caused the impression 

ith many people that oil lies under- 
round in lakes, ponds or rivers. Its 

cumulation is in the small voids of 

e sands and the amount that may 

held there depends not only upon 

e porosity but upon the temperature, 

e hydrostatic and rock pressure. Un- 

ss these factors are known an ap- 
roximation of the saturation cannot 

determined. The United States 
rovernment in its estimates of oil 
serves ‘takes ten per cent as the 
verage saturation. That is to say, 

1) cubic feet of sand contains ten 
ibic feet of oil. This, however, does 

tt mean such an amount of oil may 

e brought to the surface, as the re- 
overable oil may be only ten per cent 
f the saturation or it may run as 
igh as 70 per cent, varying with the 


porosity of the sand and the pressure. 


(To be continued in an early issue) 
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LEADERSHIP 


Quality -Price -Service 


Transportation cost 
includes purchase 
price and operating 
expense. Republic 
Trucks lead first 
and last. 


REPUBLIC TRUCK SALES CORPORATION 
ALMA, MICH. 


REPIIRLIC 


Republic has more trucks in use than any other exclusive truck manufacturer 
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THE BOOK REVIEW 


(Latest Publications on Finance and Business) 


“Budgetary Control” By J. 0. McKinsey, C. P. A. 


A comprehensive and detailed description, showing the 
budgetary procedure for an entire business. 


474 pages. $4.35 p. pd. 


“The ABC’s of Business” By Henry S. McKee 


A sound presentation of some of the elementary principles 





of economics on which American Business Success has been 
built, discussing the complex character of our business 
organization, the misunderstanding of money, wages and 
wealth, the elements of banking, the abuse of our railways, 
and the subject of speculators and markets. In these mat- 
ters the really essential principles are picked out and pre- 
sented in a simple reasonable way that brings them within 
the comprehension of the average adult who has had at least 
a grammar school education. 

The chapters on America’s place in international business 
and on the business consequences of the war are especially 
worthy of note. 


135 pages. $1.10 p. pd. 


Place your order with the Book Department 
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This Book Will 
Help You Place Your 
Money Safely 


“How to Select Safe Bonds” is a book of ex- 
ceptional interest. It is worth reading by all 
who have money toinvest. It points the way 
to safe investing, and shows how to make 
sure of always getting interest and principal 
promptly when due. 

Thirty-seven years of service without loss to a 
customer—a service not only to the individual in- 
vestor, but tothe great insurance companies as well 
—such is the experience out of which this booklet 
is offered to you. 

Send for it now. Mail the coupon. “How to Select 
Safe Bonds” will come to you by return mail. 


CUT OUT THIS COUPON 








: GEORGE M. FORMAN & COMPANY 1 
105 West Monroe St., Chicago ' 

H Please send me a free copy of “‘How to Selec. Saf J 
§ Bonds.”’ | 
' Name 5 t 
| seeeereceees ry 
® Street Address ’ 
' 1 
ORD ccnresenseremnennsens. cexssmsscsnemaens csssene- ease State ' 


GEORGE M. FORMAN & COMPANY 
Established 1885 


105 West Monroe St. 
Chicago 






GOLD 37 Years Without Loss 
BON DS to a Customer 





Newman Bros. 
& 


Worms 
25 Broad St. Tel. Broad 3887-8 


COTTON 
STOCKS 


Members 
New York Cotton Exchange 
New York Stock Exchange 
New York Coffee Exchange 
New York Produce Exchange 
New Orleans Cotton Exchange 
New Orleans Board of Trade 
New Orleans Future Brokers’ Assn. 
Chicago Board of Trade 
Associate Members 
Liverpool Cotton Association 
New Orleans Office 
401 Cotton Exchange Building 


THOMAS C. PERKINS 
Constructive Banking 
380 State St., Boston, Mass. 


Underwritings and 
eorganizations 























INDUSTRIALS AT THE 
TURNING POINT 
(Continued from page 27) 











left-over materials from war-time. 
These having been absorbed much 
sooner than expected, manufacturers 
are experiencing difficulty in expand- 
ing their output rapidly enough to 
meet the current demand. 

It is not to be inferred that buying 
has as yet developed marked activity 
but the outlook seems to favor a grad- 
ual forward movement. The present 


situation is somewhat spotty with 
heavy chemicals displaying the best 
form. Consumers are still reluctant 


to commit themselves beyond their 
more immediate requirements, an at- 
titude that may be partly ascribed to 
the recent advance in quotations fol- 
lowing enactment of the new tariff. 

The heavier duties imposed have 
resulted in a generally higher level of 
prices almost entirely apart from any 
expansion in demand which may have 
been developing, although the scarcity 
of many chemicals is undoubtedly re- 
sponsible for accentuated prices in 
some cases. Chemical prices, on the 
average, would appear to be headed 
moderately upward since they follow 
the trend of general commodities with 
a fair degree of faithfulness. 

Viewing them as a whole, the chem- 
ical trades are showing an improved 
tone and have moved into a strong po- 
sition. The present low state of sup- 
plies combined with expanding indus- 
trial demand is encouraging to more 
active manufacturing operations. The 
undercurrent of optimism which per- 
meates the chemical industry would 
appear to be justified by the outlook. 





COPPER 
Stable Market Anticipated 


Although the red metal is now in an 
admittedly strong statistical position, 
the performance of prices has lately 
been rather disappointing since many 
producers are unable to operate at a 
profit under present conditions. It is 
true that the industry has shown 
marked improvement over last year, but 
while a turn for the better was made 
early in the current year, it is problem- 
atical whether the copper industry may 
really be said to have definitely entered 
a period of good times. 

Further appreciation in the price 
level will have to be seen before the 
high cost producers can be restored to 
prosperity, but on the other hand there 
are several companies whose cost of 
production is so low that they should 
enjoy fairly good profits even at pres- 
ent prices. At any rate, the heavy def- 
icits so common a year ago are not 
likely to be repeated in the near future. 

Consumption has been running well 
ahead of production for several months, 
even though mining operations were 
extensively resumed, with the result 
that the surplus has been worked down 
to a very satisfactory basis and the po- 
sition is now strong. The difficulty en- 
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countered in securing adequate working 
forces has removed the possibility of 
over-production so generally feared 
earlier in the year and has contributed 
to maintenance of the margin of con- 
sumption over production. 

With industrial activity increasing, 
the domestic demand for copper may be 
expected to be well maintained. So 
long as the position of European con- 
sumers remains what it now is, how- 
ever, great expectations for the export 
trade are apt to result in disappoint- 
ment. In fact, it is entirely reasonable 
to believe that the recent softening 
tendency of prices is due largely to the 
uncertain outlook for the more imme- 
diate foreign demand. The copper in- 
dustry, being dependent upon foreign 
markets for the disposal of a very con- 
siderable proportion of its output, it is 
plain that unfavorable developments in 
this direction must have their effect on 
the situation. The immediate prospect 
appears to be for a rather stable 
market. 





LEATHER 
Turning Point Reached 


The up-turn in hides which began 
several months ago, was a direct re- 
sult of the increasingly strong statis- 
tical position. Prices have risen stead- 
ily and are being held at the highest 
levels, with the tendency to rise still 
further under an active demand. 

The leather market, on the other 
hand, was not so fortunate. The rapid 
advance in hides and skins and the 
sluggish increase in leather prices pro- 
duced a spread between the two which 
is much greater than has heretofore 
ordinarily obtained. Reduced consump- 
tion of meats in this country, but more 
particularly in Europe, has resulted in 
cutting down the supply of hides by 
reducing the demand for livestock. 
Stocks of leather, on the contrary, were 
decidedly burdensome at the beginning 
of the year and have only lately begun 
to show recessions. The excessive sup- 
ply of leather has thus tended to de- 
press prices and discourage operations 
on the part of the tanners. 
























acity in the past few years. 


The situation is gradually changing 


for the better with the slow decrease 


1 stocks of leather and indications are 
iat the condition of large disparity be- 
veen hide and leather prices, above 
ientioned, will be reduced to more 
ormal proportions, thus permitting the 
ather companies to get back to a 
yuund basis. The prospect for main- 
nance of high prices at high levels 
as already brought about a gradual 


ise in the various grades of leather 


ipported by an increasing demand 
hich is in turn ascribed to expanding 
idustrial activity. 


The leather industry has still some 


readjustments to make but the forward 


ovement is likely to show slow de- 
lopment. That the turn has come can 


carcely be doubted, however. The 


ather companies have already begun 

show small profits in contrast with 
ie large deficits of last year and the 
rst part of this. 





TIRES 


The greatest obstacle to recovery of 
ie rubber and tire industries lies in 
ie great expansion in productive ca- 
Despite 


the fact that the tire industry has made 


itisfactory progress during the cur- 


ent year, from the standpoint of pro- 


duction and sales volume, competition 


i] 


t 





\ 


( 





ibrics 


fi 


as grown so sharp that prices were 
ut to the lowest level in years in the 


‘ramble to gather the business offering. 
Then, too, the older and larger com- 


anies were caught with tremendous 


ventories of crude rubber and cotton 
when the depression came, 
hereas the smaller concerns, having 


mited credit, were not loaded up and 


ere enabled to turn out a much 


heaper product than their stronger 


mpetitors. Between the tendency to 
er-production and the sharp compe- 
tion of the minor companies, the large 
anufacturers were compelled to in- 
ilge in a price-cutting war in order to 
otect their interests. 

While it would be hazardous to pre- 
t the end of the downward move- 


ment in prices, the influences working 


bring about an upturn seem to out- 
mber those which tend to hold them 
the low levels and it would seem 
gical to expect some advance early 
xt year to correct the present con- 
ion of too narrow margins of profit. 
the first place the crude rubber mar- 
t is likely to rule higher and cotton 
bric must follow the rising trend of 


the raw material, thus increasing pro- 


ction costs, and, secondly, consump- 
n of tires should be materially larger 
xt year than it has been, even during 
22, since the greater number of pas- 
nger cars in use and the large pros- 
ctive demand for 1923 should create 
greater demand to support an ad- 
nee. 

[The mechanical goods and footwear 
visions of the industry have shown 
fair degree of betterment which 
ould be maintained. The industry, as 


an entirety, should enjoy a more satis- 
actory season next year than it has 
to date, so far as can now be foreseen. 
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Honor these Seals 


A NATION-WIDE movement is carrying on 
a warfare against the scourge of Consump- 


tion. In saving over 100,000 lives last year, 
it actually cut the death rate from tuberculosis 
in half. 

Each year these organizations sell Tuber- 
culosis Christmas Seals. The proceeds from 
these sales are devoted to the work of caring 
for and curing tuberculosis patients and to 
educational and other work to prevent the 
dread disease. 

Buy these Seals and urge 
your friends to buy and use 
them. To do this is both 
Charity and Patriotism. 


Stamp Out Tuberculosis 
with Christmas Seals 


FOR HEALTH 





THE NATIONAL, STATE, AND LOCAL TUBERCULOSIS 
ASSOCIATIONS OF THE UNITED STATES 
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157 Square Miles 


in the Isthmus of Tehuantepec is one of 
the reasons we so strongly recommend the 


12% 


Participating Perferred Stock 


OF THE 
Equity Petroleum Corporation 


66,000 acres of this land are owned out- 
right, 35,000 acres are held by long- 
term leases. Many geologists claim 
this tract is in one of the world’s 
greatest oil reservoirs. 

Present 12 per cent dividends are as- 
sured by production from 35 wells in 
Texas. 

As this participating preferred shares 
equally with the common stock in all 
surplus earnings, increased dividends 
are indicated by growing Texas pro- 
duction. Also, negotiations are in 
progress to start the development of the 
Mexican tract. When the first well is 
brought in, the value of Equity’s stock 
will be almost unbelievably multiplied. 


Listed on the New York Curb. 


Send for Circular No. 8 


DUFF. FREIDAY& CO. 


Investments 
66 Broadway New York 








STOCK OPTIONS 


Insure your trading operations 
Reduce your marginal requirements 


Protect your profits and enable you to 

trade extensively with small capital. 

Speculative opportunity with unlimited 
profits from small investment. 


THE THEORY 


and operation of stock options is un- 
appreciated by most people who are 
familiar with other forms of Wall 
Street investment and speculation. The 
fact that the cost of a stock option 
is comparatively nominal, that all of 
the many advantageous features con- 
nected with option trading are included 
in the premium or first and only cost 
of the original option, should induce 
every one interested in stock market 
movements to carefully study the sub- 
ject of stock options. 


OUR CLIENTAGE 


is comprised principally of New York 
Stock Exchange concerns, who recog- 
nize the fact we are the leading brokers 
in the U. S., specializing exclusively in 
contracts endorsed by members of the 
New York Stock Exchange. We in- 
vite correspondence from out-of-town 
clients and extend a cordial invitation 
to all who desire to visit our com- 
modious and well-appointed offices to 
acquaint themselves with our methods 
of transacting business, and solicit your 
patronage with every assurance of 
service and satisfaction. , 


Explanatory Booklet “W”" 


JEFFERSON & JEFFERSON 


Incorporated 
Licensed Brokers 


on request. 


Suite 1701-2-3-4-5 
42 Broadway New York 




















High Lights of the Investment Bankers 
Convention 


John A. Prescott of Kansas City, Newly Elected President 
of The Investment Bankers Association of America, 
Urges Need for Better Protection Against Stock Swindles 


NE of the most important questions 

discussed at the recent eleventh 

annual convention of the Invest- 
ment Bankers Association of America 
was the urgent need for investment edu- 
cation of the public and for more rigid 
protective policies against the wiles of 
sellers of fraudulent securities. This 
need was emphasized in the address to 
the convention of John A. Prescott, the 


association’s new president. 


“The New York District Attorney,” declared 
Mr. Presscott, “has been quoted as saying that 
the American people have lost more than $750,- 
000,000 in stock swindles since the war. I be- 
lieve this is a conservative estimate. It is obvious 
that losses such as these in any considerable vol- 
ume must seriously shock public confidence in 
investment securities and the agencies through 
which they are distributed. They tend also to 
discourage habits of frugality and thrift. The 
injurious effects upon the public welfare and the 
business in which we are engaged can hardly be 
over-estimated. To be effective in our efforts to 
stamp out fraudulent practices in the sale of se- 
curities by irresponsible dealers we must be con- 
sistently solicitous of the conduct of our own 
members. We should insist, among other things, 
upon patriotic obedience to State and Nationai 
laws; upon strict observance among ourselves of 
our mutual contracts and obligations: upon scru- 
pulous care that representations ma ade in the sale 
of securities be not only technically correct, so 
as to be legally defensible, but also sufficiently 
comprehensive to be fair and honest; upon care- 
ful avoidance of the use of incorrect descriptions 
of securities, such as misleading bond titles; and 
upon frank * recognition that the interest of the 
whole nation is paramount to that of any group 
and that the general welfare is the only permanent 
basis for our own prosperity. 

“To aid the investing public, particularly the 
small investor, with some basis of discrimination 
in the selection of dealers, it has been proposed 
and urged that the Investment Bankers Associa- 
tion permit, or pe rhaps even require, its mem- 
bers to mention their membership in advertising. 
It has also been urged with even greater force 
that if this is to be done the Association should 
not only guard its membership most jealously, as 
it is now doing, but should have a very high de- 
gree of supervisory control over the methods and 
activities of its members. These proposals may 
be pressed for definite action this coming year. 
If so, they should be given very careful and de- 
liberate consideration by the members. 

“Until comparatively recently the conventional 
attitude of leaders of industry and finance towards 
the public was that of reserve, if not silence. 
The investment banker was no exception. Such 
reserve naturally resulted in an uninformed or 
misinformed public opinion. It was a mistaken 
attitude and was one of the principal causes of 
many of the ills from which business has suf- 
fered. The Investment Bankers Association has 
done much to change that situation. The dis- 
cussions of financial problems and methods at 
conventions and in committee reports have been 
published, have been widely quoted in the press 
and have become text-books in universities and 
financial schools. They have been of real educa- 
tional value. The door has been opened for real 
constructive work in the further development of 
an informed and intelligent public opinion on 
financial matters and a better and more wide- 
spread understanding of the necessity and value 
of the services rendered by investment bankers. 
Such work will help to make fraudulent financing 
difficult and to promote public interest and con- 
fidence in sound securities. I believe we should 
avail ourselves of this opportunity for service 
and endeavor to establish broader and more in- 
timate contacts with the public through con- 
servative, carefully planned methods of publicity.” 


Howard F. Beebe, of Harris, Forbes 
& Co., the retiring president, dwelt on the 
changes in financial conditions since the 
last convention, a year ago. Mr. Beebe 
said: 

“One of the most satisfactory changes which 


has occurred in the last twelve months has been 
the reduced cost of loans for the financing of 


necessary activities throughout our country. The 
fact that funds may again be had at reasonable 
terms on good security has played a most im- 
portant part in re-establishing normal conditions.” 


Speaking of the great amount of state 
and municipal financing that has been 
done in the past year, Mr. Beebe said: 


“The financing of state and municipal work 
has not had the same difficult problems pre- 
sented by conditions surrounding industrial and 
public utility enterprises, with the result that 
work in those fields has proceeded at a rapid 
pace. In fact, decided tendencies toward extrava- 
gance are apparent in some sections of the coun 
try and all our influences should be used to dis 
courage unwise expenditures. The financing of 
public work through ‘“‘special fund” and special 
limited tax issues is in my opinion a serious men 
ace, for under the belief that property will not 
be generally taxed authority is given by the 
voters for expenditures of money in amounts and 
ways which would not be countenanced if under 
any circumstances it were possible to tax property 
therefor in the usual way. The failure to meet 
these obligations, however, by the state or muni 
cipality would have serious consequences to gen 
eral credit, and I believe that if the taxpayers are 
unwilling to stand squarely back of public works 
by submitting themselves to the possibility of 
taxation, they should not authorize such ven 
tures in the public name.’ 





A CARDINAL INVEST- 
MENT PRINCIPLE 
(Continued from page 41) 











ly, and money rates—the controlling fac 
tor in bond prices—will decline as well 
In a boom period, therefore, wise inves 
tors “go long of money,” that is, sell thei 
securities and bank their cash (or else put 
the cash in short-term notes, which will 
be redeemed before the next upturi 
cycle commences) 

Going at it from the opposite angle, th« 
period of apathy which will follow gen 
eral weakness is the time to buy long 
term bonds. Money is the first commodi 
ty to respond to an economic trend; 
bonds are the first security to reflect the 
trend in money; hence, when money be- 
comes in growing supply, bonds will re 
flect that situation, and will be the first 
security group to start upward after a pe 
riod of depression. 


Other Securities 


the only 
about th 


But bonds, 
security in the 
others? 

“The others” are equally consistent i 
their movements. But because they ari 
more akin to one another than any one 
of them is akin to bonds, the movement: 
are not, perhaps, so clean-cut. How 
ever, they do, as said, follow a generall) 
consistent trend, and that is as follows 
Following bonds, the money supply wil! 
well over into preferred stocks, the next 
highest-grade form of security. There 
after, it will flow into high-grade com 
mon stocks. The end of the movement- 
almost an infallible warning for inves- 
tors will occur when money begins to 


you say, are not 
world; what 


THE MAGAZINE OF WALL STREET 





flow into ultra-speculative issues — the 
ats and dogs of the stock market, as 
hey are sometimes called. When in- 
estors observe this last development, 
hey can afford to stop and think whether 
the next phase of the economic cycle is 
ot about due. 


(More in relation to economic trends 
ind their significance to the investor will 
ippear in chapters to be published in la- 
, issues.) 


FRENCH FINANCE— 
COSTLY BOR- 
ROWING 

ESTERDAY the Paris cheque rate 
touched 61.70, which is close up to 
the highest point of last year, and 
uch ingenuity has been expended in dis- 
overing reasons for the excessive de- 
reciation of the franc. The simple ex- 
jlanation is that French holders of francs, 

s in the case of German holders of 
narks, are becoming increasingly nervous 
s to the trend of national finance and, 
nticipating the value of the franc will 
lecline further, are selling currency and 
nvesting the proceeds in real estate and 
ecurities. 

There is, unfortunately, good reason 
or these apprehensions. The national 
lebt exceeds 340 milliards and the short- 
term debt 114% milliards—a dangerous 
proportion of floating to fixed obliga- 
ions. Moreover, the floating debt con- 
inues to grow rapidly and there is no 
sign of the process being arrested in the 
measurable future. During the current 
vear, investors have shown an increas- 
ng disinclination to subscribe to Na- 
ional Defense bonds, the total of which 
n the first eight months of 1922 amount- 
d to only 4,517,700,000 fcs., whereas in 
he previous year they averaged 1,400 
nillions a month. 

The Government has consequently been 
lriven to the expedient of borrowing in 
he form of 6 per cent Treasury bonds, 
hich were placed “on tap” on October 9 

99.50 per cent, and are repayable at 
ir in three years or at a premium in 
ve years. Allowing for commissions, 
he cost to the Government is not less 
an 634%, and, as subscriptions are be- 
g received in National Defence bonds 

par, although these are standing at a 
iscount in the market, the actual rate 
iid will probably be a good deal higher. 

Meanwhile revenue from taxation is 
tt coming in well, the deficit as com- 
ired with the Budget estimate amount- 
g to 913,337,900 fcs. in the first nine 
onths of the current financial year. 
rade, moreover, can hardly be described 
s healthy, the increase in imports during 
1e nine months to the end of September 
nounting to 900 millions, as against an 
crease in exports of only 608 millions. 

So far as the extraordinary Budget is 
mcerned the expenses for reconstruct- 
ig the devasted areas in the coming year 
re estimated at 10,148 millions, which is 
» be added to the total ultimately “re- 
verable” from Germany. With every 
resh slump in the mark the chance of 
eceiving even a modest proportion of 
he sum due in reparations steadily di- 
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AS THOUGH YOU HAD 
YOUR OWN EXPERT 


On the Floor of the New York Stock Exchange 


Through our telegraphic advices, you are as closely in touch with what is 
going on in the market, as though you had your own market expert wiring 
you from the floor of the New York Stock Exchange. 


Our wires forecast the movements. The buying and selling of securities on 
the New York Stock Exchange is recorded on the Ticker Tape. By carefully 
analyzing the message of the tape, it is possible to sense the forces of supply 
and demand that regulate prices. Our interpretation of the immediate course 
of individual security prices is offered in The Trend Letter Trading Service. 


THE TREND LETTER TRADING SERVICE 


Our business is to judge the best opportunities for profit as they appear 
among the securities listed on the New York Stock Exchange. It is the result 
of years of practical experience. 

We send you a fast wire (in code, if you wish), whenever, in our opinion, 
certain stocks should be bought or sold. The advice is based on the supply 
and demand of the securities as recorded on the Ticker Tape. We do not 
wire you daily—but only when we expect a move of several points in a certain 
direction, in less time than any other stock, with less risk and greater pos 
sibilities of success. 


Our wires contain definite and positive advice to buy or sell, naming the best 
stocks. When it is time to close a trade, we also wire you, unless the trans 
action is closed by one of our other methods. 


We endeavor to make a comparatively small amount of capital do a great deal 
of work within a limited time. By working with the trend of the market, and 
of certain stocks, and by trading on the long and short sides of the market, 
we make quick turns and clean up so that we will be in a position to take 
on another transaction when an opening appears. 

We put you into the market and get you out again. 


Our plan is to kill your losses and to build your profits and then 
to protect these profits. We are not infallible, but we are right 
often enough to more than make up for incidental losses. 


If you are going to trade at all, employ the best judgment you 


can. It is not a question of how much you can make on your 
own judgment, but how much more we can make for you. 


Send Us the Coupon and Full Particulars Will be 
Promptly Sent to You 


The Trend Letter Trading Service 
42 Broadway New York 
—_ eee ee —=—— FREE INQUIRY BLANK =" =—=—<--<-— 


THE TREND LETTER TRADING SERVICE 

42 Broadway, New York 
Gentlemen:—Please explain in detail how The Trend Letter Trading Service 
would operate for me. 


Name 


























PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 

PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 














Three Books of Real Merit 
The Real wr Educator 


M. Payne (New 
Edition 1922). A re- 
pository of useful in- 
formation for ready 
reference, especially 
designed for Real 
Estate Investors, 
Operators, Builders, 
Contractors, Agents 
and Business Men. 
What you NEED to 
know, what you 
OUGHT to know. 
The New Edition con- 
tains The Federal 
Farm Loan System, 
How to Appraise 
Property, How to Ad- 
vertise Real Estate, 
The Torrens System 
of Registration, Avail- 
able U.S. Lands for Homesteads, The 
A B C of Realty and other useful 
information. 208 pages, cloth, $2.00, 
postpaid. 


The Vest Pocket Lawyer 


This elegant work, just published, con- 
tains the kind of information most 
people want. You can know the law— 
what to do—what to avoid. It is a 
daily guide—a manual of reference for 
the business man—the law student— 
the justice of the peace—the notary 
public—the farmer—the clergyman— 
the merchant—the banker—the doctor. 
360 pages, printed on bible paper. 
Cloth, $1.50, postpaid. 


The Radio Educator 


The most complete and comprehensive 








work published; pted for 
the ~~ = student, free from 
1 bias. Con- 





ial o 
tains 352 oaneh "ailled with real Radio 
meat, 268 diagrams and illustrations; 
bound in full cloth. $1.50, postpaid. 
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minishes, and at the coming Brussels 
Conference this situation will have to be 
frankly faced. An increase in the income 
tax and a drastic reduction of Govern- 
ment expenditure will then be seen to 
be necessary if the national credit is to 
be restored and the “flight from the 
franc” arrested—From The Financier, 
October 24, 1922. 





LIVERMORE’S METH- 
ODS ANALYZED 
(Continued from page 60) 











successful operator, turn them inside 
out, and you will learn why the public 
in general is unsuccessful. The public 
will usually take three points profit and 
stand for a ten-point loss. Livermore 
takes a three-point loss and plays for a 
ten-point profit. A loss of three or four 
points to him means danger. To the 
public it usually means a healthy re- 
action—nothing to be alarmed at. The 
public regards a ten-point profit as 
something seldom attained because un- 
sophisticated traders, if they buy a 
stock right, have not the patience to 
hold on that long. To Livermore a ten- 
point profit is confirmation of the fact 
that his judgment in the first instance 
was correct and that the stock is now 
beginning to move his way. 

One of the simplest rules and at the 
same time one of the hardest to learn, 
is this practice of cutting losses short. 
If everyone who trades in stocks would 
systematically close out his losing trades 
once a day, once a week, or once a 
month, or at a time when a certain 
number of points loss are indicated, the 
way would be paved to his success in 
trading, provided he has the patience to 
hold on for a substantial profit when a 
stock does go his way. 

These two rules are probably the most 
important keys to the success not only 
of Mr. Livermore, but of every other 
big operator whose dealings have at- 
tained the spectacular. There is, how- 
ever, another rule which is closely re- 
lated to the question of cutting losses. 
It will be explained in the next article 
of this series. 

(To be continued in an early issue) 
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must be regarded as highly speculative 
because it is almost impossible at the 
present time to determine how valuable 
its South American concessions are or 
how vigorously they will be developed by 
the Texas Company. 

Texas Company is now looking into the 
possibilities of the South American hold- 
ings of the company and whether or not 
it will exercise its option depends on the 
report of the engineers as to the possi- 
bilities of these properties. 





SUGAR PREFERRED STOCKS 
Two That Are Still Attractive 


Do you still consider South Porto Rico pre- 
ferred and Manati Sugar preferred stocks as 
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good specvestments to include in a business 
man’s holdings? Would you advise switch 
into anything else? I would greatly appreci- 
ate this information from you.—R. H. P., 
Rochester, N. H. 

We still consider South Porto Rico 
Sugar 7% Pfd. and Manati Sugar 7% 
Pfd. stocks as good specvestments to be 
included in a business man’s holdings. 
Of course, a large percentage of funds 
should not be put into either issue, as 
there is a slight element of doubt as to 
the safety of the dividends. We feel, 
however, that both companies can con- 
tinue to pay the preferred dividends, and 
that their stocks have an excellent chance 
of showing material appreciation in value 
if held for a year or two. Would not 
favor switching into anything else just 
now. 





GOODYEAR DEBENTURE 8s 
Should Hold 


Will you please advise if the earnings of 
the Goodyear Rubber Co. amply cover interest 
on the debenture 8s of 1931 and your opinio» 
of these bonds.—H. J., Philadelphia, Pa. 


For the six months ended June 30, 1922, 
the Goodyear Rubber & Tire Co. showed 
earnings sufficient to cover all interes! 
and other charges as well as $6.40 on the 
cumulative prior preferred stock. We re 
gard the 8% debentures a good business 
man’s investment and, in our judgment 
you need have no uneasiness about hold- 
ing them. 





ALLIS-CHALMERS 
Dividend Outlook 


I hold 50 shares each of Allis-Chalmers 
common and preferred stock and have bee 
very much disappointed at the market action 
of these stocks in the past month. I noted 
the remarks in “The Outlook” in the Oct. 14 
issue of your magazine to sell out commor 
stocks but decided to keep the Allis-Chalmers 
for investment. How do you regard the out- 
look for a continuance of dividends on the 
common?—S. A. R., Washington, D. C. 


Allis-Chalmers statement for the quar- 
ter ended June 30, 1922, showed only 
4 cents a share earned on the commor 
stock and was poorer than generally ex 
pected. However, the earnings of the 
company show a decided upward ten 
dency as net available for dividends in 
June was $126,491, as compared with $87, 
757 in May and $85,547 in April. Un- 
filled orders as of June 30, 1922, was over 
9 millions, as against 8 millions March 31 
Nature of the company’s business is such 
that increase in booking is not immediate 
ly followed by an increase in earnings 
for the reason that many orders are fo 
special machinery on which plans hav 
to be drawn up and considerable time 
therefore must elapse before profits are 
reflected in the reports of the company 
For the first six months of the current 
year, the company had to dip into sur 
plus to the extent of half a million to pay 
the common dividend. With earnings in- 
creasing there would appear to be a fair 
chance of the dividend being maintained 
as the company is in unusually strong 
financial position, current assets exceed- 
ing current liabilities in the ratio of 7 
to 1. The company has cash, Government 
securities and high-grade bonds on hand 
in excess of 9 millions. As the $4 divi- 
dend rate probably will not be fully cov- 

























red this year, however, directors may 
ake adverse dividend action as their pol- 
icy has always been a very conservative 
me. The common stock at the present 
ime, therefore, must be regarded as in 
n uncertain position. The preferred 
tock we regard as a sound investment 
s the company has no funded debt and 
vorking capital alone is equal to $142 a 
share. 


JACOB DOLD PACKING CO. 6s 
Better Issues Elsewhere 


Would you advise the purchase of Jacob 
jold Packing Co. 6% bonds for the invest- 
ent of surplus funds at the present time? 
tre they well secured?—F.K.V., Cleveland, O. 


Jacob Dold Packing Co. $5,000,000 Ist 
1ortgage 6% bonds, due 1942, are se- 
ired by a first closed mortgage on all 
1e plants and other property of the com- 
iny and are the company’s only bonded 
ebt. In addition, they are secured by 
eposit of 99% of the common stocks of 
ts subsidiaries, whose properties are 
vithout bonded debt. Fixed assets of the 
ympany have recently been appraised by 
dependent engineers at $6,900,000. Net 
urrent assets of the company after giv- 
g effect to this financing are stated at 
5,932,340. The company conducts a 
1eat-packing business and has been es- 
ablished for fifty years. Earnings for 
the past seven years have averaged over 
iree times interest requirements on these 
bonds. In 1921, the company operated at 
loss but earnings this year are esti- 
ated at about twice interest require- 
rents. While the bond appears to be well 
ecured we do not advise its purchase on 
6% basis as in our opinion small in- 
ustrial bond issues such as this will sell 
n a higher yield basis than 6% within 
ie next six or twelve months. Com- 
puting-Tabulating-Recording 6s, due 1941, 
lling on the New York Stock Exchange 
97 to yield 6.25%, is a more attractive 
sue in our opinion. 


DIAMOND MATCH 
Good Financial Condition 


Please let me have a report on Diamond 
tch Co. I hold some of the stock.—P. D. 
Washington, D. C. 
The Diamond Match Co. has out- 
inding a funded debt of $6,953,659, in- 
iding purchase-money obligations. Au- 
‘rized capital stock is $18,000,000 of 
lich $16,965,100 is outstanding. It is 
w proposed to increase capitalization 
a total authorized of $25,000,000. 
ubtless, some of the new stock will 
used for the purpose of redeeming 
744% debenture bonds outstanding. 
[he company is well managed and is 
good financial condition, working capi- 
as of June 30, 1922, amounting to 
out $14,000,000. Earnings for the first 
months of the current year were 
uivalent to $5.61 per share on the stock 
against $9.85 earned for the entire 
ar of 1921. The only matter of con- 
rn in connection with the business is 
e fact that production capacity is 
uble the demand. Another reason why 
advocate disposing of the stock at this 
time is that, in our judgment, the trend 
the market is down, and a sale at pres- 
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ent levels will result in opportunity to 
replace holdings to better advantage la- 
ter, if desired. 


TENNESSEE COPPER 
Outlook Seems Favorable 


Will you kindly give me your opinion re- 
garding Tennessee Copper at the present time? 
—L. W. Exton, Pa. 

We are inclined to consider favorably 
Tennessee Copper & Chemical stock as 
a long-pull speculation, but a great deal 
of patience will probably have to be ex- 
ercised by the holder of these shares. 
The company is interested in both cop- 
per and fertilizer industries both of 
which have labored under adverse condi- 
tions for several years. However, its 
main interest is now in fertilizer and 
allied sulphuric acid trade and, in our 
judgment, it should make rather rapid 
progress therein. The high price of cot- 
ton should cause a large demand for fer- 
tilizer materials in the South this Spring 
and add to the prospect of profitable 
operations. However, as previously 
stated, the stock is very inactive in its 
movements and it will possibly be a long 
while before the holder will see any con- 
siderable profit in the commitment. 





HAS $10,000 FOR BONDS 
Five Issues Suggested 


I have $10,000 which I would like to in- 
vest in several bonds. In looking over the list 
I have only decided on one, and that is, 
Southern Railway 6% due 1956. Would like 
your opinion on this and a few additional 
suggestions.—A. T., Bronz, N. Y. 


We regard Southern Rwy. General 
Mortgage 6%s of 1956 a good business 
man’s bond and would also recommend 
the following for your investment fund 


of $10,000: 


Price 
$2,000 Chicago & Eastern Illinois 
, 2bs Laebadhetnensdns 83 
2,000 St. Louis & San Francisco 
ge Ee 74 
2,000 South Porto Rico Sugar Co. 
fk re 100 
2,000 Hudson & Manhattan Rfd. 
SS Ber eae 85 
2,000 Sinclair Consolidated Ist lien 
and Collateral 7s, 1947............ 101 





MEXICAN PETROLEUM 
Advise Taking Profits 


In my previous inquiry I marked Mexican 
Petroleum as held on margin but did not men- 
tion that the margin now was nearly 90% of 
the cost. Why is it not advisable even at the 
present time to exchange the Mezican Petro- 
leum for Pan-American Petroleum B stock 
and hold? The immediately prospective divi- 
dend would be $25 a share per year for each 
share of Mexican Petroleum now held. My 
previous exrpericnce with inquiry departments 
is that they advise taking a profit when there 
is one and hanging on till a loss is avoided 
You advised my selling, Nov. 2, 1922, and J] 
would like you to more fully explain your 
reasons.—R,. A., Albany, N. Y. 


Our answer to your previous letter 
may have seemed somewhat incomplete 
as we did not go very fully into detail. 
However, our recommendations were 
based on a very careful study of the sit- 
uation and should not be considered in 
any way as a snap judgment. We ad- 
vised the sale of Mexican Petroleum 
rather than holding it or converting it 

(Please turn to page 93) 


A0”% 
Profit 


The average profit on all recom- 
mendations of the Babson Spec- 
ulative Service since the begin- 
ning of the present period of 
accumulation, December 27, 
1920 — now stands 40% — on an 
average investment of 10 months. 


Babson’ 
REPORTS 


If you would like a similar re- 
turn on your money without the 
risk, worry or loss of time in- 
volved in ordinary speculation 
tear out the Memo— now — and 
hand it to your secretary when 
you dictate the morning’s mail. 


Booklet Free! 


Your request will bring you full details 
of the Long Swing Method and book- 
let “Getting the Most from Your 
Money”, which has solved the invest- 
ment problem for over 17,000 of 
America’s keenest investors. 


Tear out the Memo— now 


O58 eeeeeeeee MEMO 


: 

. For Your Secretary 

: Write the Babson Statistical Organization, 
= 
. 








Wellesley Hills, 82, Mass., as follows: 
Please send me Bul- 
letin L57 and book- 
let ‘‘Getting the Most 
rom Your Money’’ 
— gratis. Onto y 
PITTI iiiiiiiiiiiitiitiiittii tii 








Fractional Lots 
Your Inquirics Invited 


Send for copy of our 


“Trading Suggestions” 
Please Mention M.W. 303 


WILSON & CHARDON 
Members Consolidated Stock Exch. of N.Y. 


62 Broadway New York 
Telephone Whitehall 1964 














10% COMPOUNDED 
Semi-Annually 
on investments in mosthly payments or 
lump sums; Safety; Real tate Secur- 


ay: pen Exempt; State Supervision. 
Okmulgee Building & Loan Ass’n 
Okmulgee Oklahoma 

















FORD REO PACHARD 
Detroit is market for Motor Stocks. 
Interesting information and markets 
on request. 

JOEL STOCKARD & COMPANY 


Penobscot Bidg., Detroit 
Members Detroit Stock Exchange 














Save Money With 


KARDEX 


TONAWANDA.N.Y. BRANCHES 
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Are YOU Old 


at 40? 


You have observed that some men of 60 
appear to be younger in activity than other 
men of 40 or 50. There is a vigor, an alertness, 
a commanding appearance much admired and 
coveted by the man who knows he is much 


younger in years. 


Perhaps the most common 


cause of ebbing strength is a disturbed con- 
dition of an important gland. Even men of 
iron constitution are not exempt from this 
serious and common irregularity. 


Our plainly written, interesting, educational 


FREE BOOK 
Why Many Men Are Old at Forty 


may bring a priceless message to you. It 
will tell you much you wish to know about 
the prostate gland and its functions—and how 
a disorder here may cause sciatica, backache, 
aches in toes and heels, mental depression, 
interrupted slumber, frequent micturation and 


other disturbing conditions. 


It will tell you 


of Thermalaid, a simple means by which the 
essential of an old hygienic principle, done 
into new convenient form corrects this prostate 


gland condition and its 


attendant health 


faults,—a method that is being endorsed by 
prominent Physicians, Physical Culturists, and 


other leading health authorities. 


The book 


will be sent free, to anyone upon request. 
Physician’s inquiries especially invited. 


The Electro Thermal Co. 4s 


4413 Main St. Steubenville, Ohio 
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A Short Distance From Pennsylvania 
and Grand Central Terminals-Within a 
Few Minutes of Everything Worth While 


THE HIGH-CLASS HOTEL WITH MODERATE 
RATES—ROOM WITH BATH $3.00 


Edward C. Fogg 


Warren M. Goodspeed 
Resident Manager 

















Intimate Talks With Readers 


How Important Developments Affect Technical Position 


N the past month we have had an op- 

portunity to watch the effect of a 

really important development—major 
adverse news—on a major bull market. 
In this case, we have a world-wide dis- 
turbance, the remote possibility of another 
world war. Should that not “finish” a 
bull market? 

In dealing with this very interesting 
and vital subject, let this writer state 
that these columns are written without 
reference to the positive market advices 
given elsewhere in the Magazine; and “In- 
timate Talks” are for guidance or refer- 
ence, and not for immediate action. For 
the latter, better follow the definite ad- 
vices, or check up by letter. 

Generally speaking, as formerly ex- 
plained, the market does its best to an- 
ticipate (discount) events months ahead. 
There is always the possibility of the 
“bolt from the blue,” for example, the 
Turks going crazy overnight and over- 
running Europe, or the Bolshevists de- 
manding the capitulation of Petrograd! 
Naturally, the public becomes uneasy and 
sometimes seriously alarmed. Its ten- 
dency to act on primitive instincts of 
preservation is to run—that is to say, sell 
out. 

The writer will say here that if a 
market is so “fixed” that its character is 
definitely a bull market, it must run its 
course to the end of its own allotted 
time; this time is not, so far as any man 
can prove, predetermined by “insiders.” 
It takes a relatively long time for big 
interests to array themselves on the buy- 
ing or selling side, and once they are 
aligned on one side of the fence or the 
other, they are slow to move “permanent- 
ly.” 

This is probably the reason or partly 
the reason for the following. peculiar 
characteristic of news and developments 
which arrive “out of a blue sky.” 

1. In a bull market—once the market 
shows definitely that it is in an upward 
cycle—the market accepts adverse news 
with the very greatest reluctance, and 
looks for longer range neutral, or per- 
haps favorable business consequences. 

2. In a bull market—all obviously 
good news (constructive developments) 
is eagerly welcomed, and usually given a 
rousing welcome, often to @ more en- 
thusiastic extent than the occasion war- 
rants. 

3. In a bear market—the sentiment 
being gloomy, minor favorable develop- 
ments will rally but not turn the market. 
Important major adverse news would in- 
variably cause “a big break” in such a 
market. 

In short, in a bull market, the tendency 
of the human being towards optimism, 
and a mind that always looks for pleas- 
ant things, all things bullish are received 
with euthusiasm; small things are made 
much of; the least constructive develop- 
ment stimulates our bump of inquisitive- 
ness, and we buy! 

The technical position is a crystalliza- 
tion of all the circumstances: the market 
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position and sentiment of big interests; 
their known slowness to reverse their 
opinions and beliefs; the enormous mone 
behind those beliefs; the readiness of the 
great public to be led; and largely the 
position of stocks in general—whether 
in so called strong or weak hands. 
Aside from the ordinary operation o 
a group buying or marketing a large 
block of stock or bonds, when these ar 
usually “underwritten” by a_ syndicate, 
and a manager given authority to direct 
market operations, do the big interests 
just go into the market and buy so man 
shares of this or that “at the market? 
Usually they do not. The machinery o 
distributing the work among brokers i 
complicated and varies with the indi 
vidual interest. Doubtless E. H. Harri 
man, William Rockefeller, or Daniel G 
Reid we will say, all had their method 
in which the main purpose “Buy Low 
and Sell High” predominates. Sometimes 
it was “Buy low; mark down the cost, 
and keep.” In the main, however, it has 
hardly been possible to just go into th 
market and buy a couple of hundred 
thousand shares, mark them up and tak 
profits. The big interests do not usually 
buy and sell. They first accumulate and 
afterwards distribute. “Afterwards” 
may take months, years, or a generation 
Perhaps John D. Rockefeller, Sr., has 
never sold out his original holdings in 
the parent Standard Oil. But assuming 


the operation to be for _ substantial 
profits, accumulation and _ distribution 
“goes.” The big investor or operator 


may call it that but his brokers would 
not think of openly arraying themselves 
on one side or the other, and the sub 
brokers employed by the former are not 
usually allowed to know what is happen- 
ing. They often guess right though! 
Among the brokers, they will report each 
day, “I bought so many shares of What's 
This on balance Today,” or “I sold s 
many on balance.” Their orders being 
to buy and sell at the same time, it takes 
the keenest sort of professional mind 
and research to get an inkling of what 
is going on. 

In a way, this also is a guide to th 
market, and the technical position fol- 
lows. Big interests cannot just sell out 
or say to their brokers “Sell us 100,000 
Canadian Pacific, 100,000 Steel, and 50,- 
000 Reading at the market”—just like 
that! It cannot be done, and is not done 
that way. But, when the sentiment that 
counts feels that way about it, it will 
try to lighten its burden so to speak, by 
selling a little on balance whenever the 
market gets strong, and the interest in 
the market is big enough and broad 
enough to take “balance offerings” with- 
out detection. 

In the same way, the great accumula- 
tions at the beginning or start of bull 
markets happen in about the same way. 
The brokers for the bullish interests aim 
to buy as they can “on balance” if pos- 
sible a little each day. They do not 
always bid aggressively for stock — it 
pays to take offerings. 
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ATTENTION! 


Secretaries of Corporations: 


Why not make your dividend 
announcements pay dividends ? 





Your stockholders are duly notified 
when a dividend is declared when 
they receive their checks; therefore, 
your notices appear in the newspapers 
only as a matter of record. Why not 
show prospective stockholders that 
you pay dividends regularly and thus 
build up good will? When your 
dividend notices appear only on the 
financial page of the daily newspapers 
they are read by those who are in- 
terested in the stock market and not 
the investors throughout the country 
whom you should desire to reach. 

The dividend and corporate an- 
nouncements in this publication are 
read by 40,000 investors who offer an 
unsurpassed market for your securi- 
ties. You can reach this 100% buyers 
circulation at the small cost of 65c 
a line. 


Send us your next announcement! 





Address: 
Magazine of Wall Street 
42 BROADWAY NEW YORK 


Advertising .Dept. 




















DIVIDEND NOTICE 
PACKARD MOTOR CAR COMPANY 


Common Stock 


\ quarterly dividend of two and one-half per 
t (2%%) and an extra dividend of two and 
half per cent (2%%) on the common capital 
ck of the Company have been declared by the 
ard of Directors, payable October 31, 1922, to 
holders of the common stock of record at 
close of business October 25, 1922. The 
ks will not be clos 
FREDERICK R. ROBINSON, 
Secretary and Treasurer. 

roit, Michigan, 

ber 25, 1922. 
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Keep Your Job 


and 


Make More Money 


Write for the plan TODAY. 
Address the Subscription Department. 
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(Continued from page 91) 
into Pan American class B stock, 
reason that Pan 
highly speculative security. Many ex- 
perts on oil conditions in Mexico are of 
the opinion that production in another 
year’s time will fall of greatly and that 
a large part of the millions Mexican Pe- 
troleum and Pan American Petrolcum 
have spent in that country on pipe-lines, 
storage tanks and other facilities may 
never be recovered. As important a pub- 
lication as The Lamp, published by the 
Standard Oil Co. of New Jersey, takes 
this view of investments made in the 
Mexican oil field. Our policy is not to 
advise clients to sell simply because they 
have a profit, as a matter of fact, it is 
just the opposite; in a good bull market, 
we advise holding for the long swings 
and not being satisfied with small profits. 
About the middle of October we became 
decidedly bearish on the present market 
and advised the selling of all common 
stocks, both good and bad, as we felt the 
opportunity would readily be presented 
to get in much lower down. These are 
the reasons behind our advice to sell out 
your Mexican Petroleum stock. We still 
feel the same way about it, although, of 
course, at the present time, you cannot 
get out to quite as good advantage as if 
you would, had you followed our advice 
at once. 


POSITION OF THE MARKET 


Should Take Advantage of Rallies to 
Sell Stocks 


I have a line of more or less speculative 
securities which I will not bother you with to 
pass on individually. What I want to know 
is whether we have seen the high prices for 
this year and what is the best policy to adopt 
toward speculative stocks.—A. C., Ithaca, N. Y. 


for the 
American B stock is a 





In our opinion, we have seen the highs 


of the year so far as stocks are con- 
cerned and the trend will now be the 
reverse of the past for some time to 


come although there will of course be 
sharp bulges when the technical position 
becomes strong. We have recently seen 
considerable depression in prices from 
which there has been a fairly good re- 
covery. We recommend that on this 
bulge you take advantage of the oppor- 
tunity to dispose of the stocks you have 
on hand, as it.is our opinion that sales at 
that time will result in opportunity to 
replace purchases, if desired, to better 
advantage later. Believe the best policy 
to pursue under present conditions would 
be to have your funds in liquid shape to 
take advantage of whatever bargains may 
present themselves later. 





WEBER & HEILBRONER 
Earning Its Dividend 


Some time ago you spoke of Weber & Heil- 
broner as an attractive low-priced dividend 
payer. As it is lower now I would like to 
know whether you still consider tt attractive. 
How are earnings?—B, W., St. Louis, Mo. 

The decline in Weber & Heilbroner 
shares has doubtless been due to the gen- 
eral depression. So far as earnings are 
concerned, Weber & Heilbroner are do- 
ing as well as last year. For the six 
months ended August 3lst, 1922, net 
earnings were $140,671 after deprecia- 
tion but before taxes. As the business 
in this line is generally better during the 





36% and 63% Profit 
in R. R. Equipments! 


In May 1921 and again in January 
1922 the Brookmire Service recom- 
mended the purchase of American 
Car & Foundry, American Locomo- 
tive, Baldwin Locomotive, Pressed 
Steel Car and Railway Steel Spring 
as good long pull speculations. 


Brookmire clients who bought these 
stocks in May realized a profit of 
63% up to October 9, 1922; those 
who bought them in January made 
a profit of 36%. 


Other groups recommended by the 
Brookmire Service have shown simi- 
lar gains—Oils 403%4%, Rails 42%, 
Steels 40%, Automobiles 70%. 


Knowing WHEN to buy as well as 
WHAT to buy is the reason why 
Brookmire clients make unusual 
profits on their investments. 

Current Brookmire Bulletin M5 con- 
tains timely investment recommenda- 
tions. 


Write for a free copy today. 


al | ACCURATE TIMELY FORECASTS OF MARKET Teenos | 


BROOKM KMIRE 


ECO est 45m Serect SERVICE 1! Inc. 














Special Reports 





We are prepared to furnish you 
instantly with a complete, up-to- 
the-minute report covering any 
industry, security or corporation, 
giving you a thorough statistical 
presentation and the explanatory 
data and notes that will enable 
you to judge instantly the desira- 
bility of a security as a trading 
medium or as an investment. 


Reports on Securities Listed 
on the New York Stock 
Exchange $25.00 


We will be glad to quote prices on 
unlisted securities and on 
industry analyses. 


Special Report Department 
THE MAGAZINE 
OF WALL STREET 


42 BROADWAY NEW YORK, N.Y. 
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KEEP POSTED 


The books, booklets, circulars and special letters listed below have been 
prepared with the utmost care by investment houses of the highest standing. 
They will be sent free on request, direct from the issuing house. Ask for 
them by number. 


We urge our readers to take full advantage of this service. 
Address, Advertising Department, Magazine of Wall Street 


A SURE ROAD TO FINANCIAL IN- 
DEPENDENCE 
An investment plan of a high-grade 
Bond house offering a safe, systematic, 
stimulating means of accumulating 
wealth and investment income. (207), 


HOW HENRY WILKINSON BECAME 
RICH! WHEN LUCY FARRAR’S 
SHIP CAME IN! 

Two extremely interesting investment 


stories from real life that all income 
builders should read. (208) 


FORTY YEARS WITHOUT LOSS TO 
ANY INVESTOR 


A booklet which briefly describes the 
first mortgage bonds, safeguarded 
under the Straus Plan, the nature of 
the safeguards, and the definite 
reasons underlying the record of this 
house. (217), 


THE GREENSHIELDS REVIEW 


A brief summary, based on authentic 
statistics of the current state of busi- 
ness in Canada. (218) 


A GRAPHIC GUIDE TO INVESTORS 
A booklet containing vital questions 


which every investor for income 
should ask of himself. (222) 


“PUTS AND CALLS” and 
USE OF OPTIONS” 


are two interesting pamphlets issued 
by one of our advertisers. We sug- 
gest that our clients study up on 
these interesting methods of trading 
in the Stock Market.” (223) 


THE PARTIAL PAYMENT 


method of purchasing good securities 
in odd lots and full lots on convenient 
terms is explained in a free booklet 
issued by an old established New 
York Stock Exchange House. (224), 


ODD LOTS 
A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225). 


THE BACHE REVIEW 


The Progressive investor or trader 
should place his name on the list to 
receive this review. One of the most 
authoritative and instructive financial 
reviews issued by a Stock Exchange 
hrm. (228) 


“THE JONESES AND THE 

BROWNS” 
is an unusual presentation of the ad- 
vantages of accumulating high-grade 
investment bonds on the partial pay- 
ment plan. In the form of a short 
modern play, it recounts the financial 
progress of two typical American fam- 
ilies. Just published—both amusing 
and instructive. (229) 


“THE 


BOND TOPICS 


Special articles and pertinent news 
notes published by a well known in- 
vestment house specializing in high- 
grade public utilities. Discusses in a 
broad way this popular class of in- 
vestments. (230). 


“ODD LOTS” 


offer many advantages to both large 
and small investors. These are clearly 
and simply explained in a booklet now 
being distributed by a Stock Ex- 
change house which specializes in this 
field. (231), 


DENMARK 


as an attractive field for American in- 
vestors is discussed in an instructive 
booklet published by a house which 
— in Scandinavian bonds. 
232) 


NOVEMBER INVESTMENT SUGGES. 
TIONS 


A circular containing suggestions in 
bonds, preferred stocks and good, 
dividend-paying stocks for the invest- 
ment of October funds has been pre- 
pared by a New York Stock Ex- 
change firm. (233) 


BETTER BOND INVESTMENT 


An interesting booklet issued by a 
long established first mortgage bond 
house, giving a thorough and com- 
plete explanation of the methods em- 
ployed in negotiating their loans. 
(234) 


JOINT STOCK LAND BANK BONDS 


A 20 page booklet tracing the his- 
torical and economic development of 
these bonds, pointing out their ap- 
peal to conservative investors. (235) 


ST. PAUL & ST. LOUIS SOUTH- 
WESTERN 


An analysis of these two systems in 
comparative form, discussing their 
important physical and financial 
elements. (236) 


AN INTERESTING SERVICE LET- 
TER 


Issued by a well-known Stock Ex- 
change firm, calling attention to a 
new investment problem that con- 
fronts the investor as a result of the 
remarkable transformation which has 
occurred in the investment field dur- 
ing the past year. (237) 


SHORT TERM SECURITIES 


The most comprehensive manual on 
this type of securities published in 
the Street. Issued by Salomon 
Brothers & Hutzler. Every investor 
should write for a copy. (238) 

















latter half of the year, the company will 
doubtless show dividend requirements of 
$1 a share on the 177,000 shares of com- 
mon stock outstanding earned for the 
full year with a fair margin to spare. 
However, the shares are, of course, spec- 
ulative. 


UNITED DRUG 


Has Discounted Dividend 


I am holding 200 shares of United Drug at 
an average price of about 68. I bdelieve that 
United Drug is close to a dividend and that 
the stock will go on appreciating in value. 
Am I right?—C. 8. D., Mount Holly, N. J. 

It is our recommendation that you ac- 
cept your profits on your United Drug 
stock. Even if the shares were placed 
on a dividend basis, the present price 
has probably more than discounted the 
benefits to be derived from such action 
and it it our judgment that the shares 
will ultimately sell at lower prices than 
now ruling. In the six months ended 
June 30, 1922, only $1.18 was earned on 
the stock. 


PRESSED STEEL CAR 
Dividend Payments Close 


In the past you have favorably commented 
on Pressed Steel Car. In view of the fact 
that no dividends were declared on the com- 
mon in October when the preferred dividend 
was declared do you still feel as optimistic 
about it as you did? I hold several shares 
of the common.—M. H., East Walpole, Mass. 


We regard the outlook of Pressed Steel 
Car Co. favorably in view of the big de- 
mand for equipment at the present time. 
We feel that dividends are quite close 
on the common stock. The reaction in 
this stock, we should say, has simply been 
in sympathy with the general market. In 
the October 14th issues of THE Maca- 
ZINE OF WALL Street, under the OUT- 
LOOK, subscribers were instructed to 
sell out all their common stock as the ac- 
tion of the market indicated a very im- 
portant reaction. Had you followed this 
advice, you could have sold out to good 
advantage and repurchased on the de- 
cline. We feel that the long-pull possi- 
bilities of the stock ‘are good, but we are 
not satisfied with the action of the stock 
market and look for still lower prices 
all around. It might, therefore, be ad- 
visable for you to sell out on the present 
rally with the idea of picking it up on 
a substantial recession. 





PITTSBURGH COAL 
Good for the Long Pull 


Kindly advise me concerning the advisability 
of buying Pittsburgh Coal at present price. 
This stock has been recommended to me as 
an excellent long pull speculation.—sS. W. E., 
Princeton, N. J. 


We are also of the opinion that Pitts- 
burgh Coal is an excellent long-pull spec- 
ulation. In view of the fact, however, 
that it is not paying dividends at the 
present time and that the action of the 
stock market indicates lower prices for 
stocks, we would not favor purchasing 
it at the moment, as we believe that by 
having a little patience you will be able 
to acquire this stock at lower figures. 
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Did You Make These Profits on the Recent Market Swings? 
Subscribers to THE INVESTMENT AND BUSINESS SERVICE are guided right 


Profits on the bull swing, ended October 11—622 points 
Profits on the short campaign to November 2—215 points 


During the long campaign that ended October 11, THE INVESTMENT AND BUSINESS SERVICE of 
The Magazine of Wall Street guided its subscribers through commitments on 80 securities. In addition to the 
incidental profits taken in individual stocks during the campaign, the closing out of all commitments October 
l1l—in accordance with the directions sent out after the close on October 10—showed profits of 622 points. 
Some of the gains made in a few weeks on the long side were: 


ORD 


y American Car & Foundry....... 35 points American Tobacco .............+ 25 points Sears Roebuck ..........6.....+. 14 points 
Atlantic Coast Line............ — Standard Oil of Indiana......... 25 “ NEE BODE cccccccevccccccce 1 - | 
¥ Baldwin Locomotive ........... 2“ POIROES DUGED oc cccccscccesece _—. Great Northern pfd............. —_— = 
| Standard Oil of New Jersey...... a Chicago & Northwestern........ _— PRT exc enconedeesececee —_— = | 
f U. S. Realty & Improvement. .... > IEE écccaccnsestosees is “ American Locomotive ........... 15 “ | 
? Ge DE wececscsscncesses » * GE GEE occccceccecccces _ = International Paper ............ _ 
. Bg These advices were not guess work. They were scientifically selected. They reflect the unerring judg- 


: ment of specialists who have made The Investment and Business Service so successful. 
‘ It is frequently said that anybody can pick profitable stocks in a bull market. This is not so. A great 
é many securities showed marked declines in the period from August 15 to October 11. We kept our subscribers 
out of these stocks. | 


eo Se Ss wT = * 
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For the bear campaign, we advised the short sale of 36 stocks. November 1 we sent out advices by mail 
¥ and wire directing our subscribers to cover after the opening the following morning. 

Once more The Investment and Business Service proved its worth. Just as it had called the peak of the 
up-swing, it signalled the bottom of the reaction. 

Here is the Proof of the 22-Day Bear Campaign— 

The advices you who are not a subscriber to The Investment and Business Service should have had, but 








| 
missed. 
5 Price Sold Price Points Price Sold Price Points Price Sold Price Points 
d : Stock Short Covered Profit Stock Short Covered Profit Stock Short Covered Profit 
t 4 UW. & Bead. ... 200 109% 104% 4% WHEE sevcreesess 45 39% 5% Pacific Gas... .220. 84, 78% 6 
- R Bethlehem “B”.... 77% 69 8% Allied Chemical.... 85 76% 8% People’s Gas....... 97% 91 6% 
d SEED ceseceases 60 - 49 1l Davison Chemical... 48 34% 138% Baldwin Loco...... 140 130 10 
Cc { Vanadium ..... s 38% 1% U. S. Ind. Alcohol. 68 69% *1% Allis Chalmers..... 52 45 7 
8 California Pet...... 64 52% ll Central Leather.... 40 38% 1% Studebaker ....... 185% 125% 10% 
. General Asphalt.... 65 57% WM’ American Can..... 74 74% sy Kelly Springfield... 43 % 
Producers & Refiners 48 43% 4% American Woolen. .102 98 4 Anaconda ......... 52 48% 3% 
| Houston Oil....... 87 81 6 Famous Players... .101 94, 6% Am. Smelt. & Ref.. 62 56 
, Pacific Oil......... 57% 46% 11 Int. Harvester... .. 110 104% 5% SED ecbacooscnseeseces 218 
- . Pan-American ..... 93'4 88 5% Cees Gee. cccceses 80 78% 1% EGEBED covcccccsccccecces 3 
> P American Sumatra. 40 33% 6% Sears Roebuck..... 90 86% 334 nse 
Tob. Products “A” 86 80% bY Assoc. Dry Goods.. 61 62:4 *1 Gp iecteesueass 215 
€ ’ American Sugar.... 82 74 8 Columbia Gas. .....11034 106% 4% _ 
1 q Punta Alegre Sugar 47% 42% 4% Consolidated Gas.. .143 18614 6% * Loss. 


n The Investment and Business Service of THE MAGAzINE oF WALL Street has again fulfilled 
: the ideals of profitable investment: 


4 1. Selecting the proper stock. 2. Buying at the right time. 3. Selling at the right time. 
_ Last Chance to Subscribe at the Low Rate-—This Offer Expires November 15 


You have an unusual opportunity to participate in the profits that are to be made in the new phase of the 
stock market which we are just entering, for if you send in your subscription to The Investment and Business 
Service before November 15th, you will be able to take advantage of subscribing for the full year at the rate 
= of $100. . 

: After November 15 the rate will be $125 per year, payable in advance, or $160 per year on a year’s con- 
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tract, where you avail yourself of the privilege of making payments of $40 quarterly. 

It is also your last opportunity to make a test of the service at $30 for three months with the privilege of 
extending your subscription to the full year upon payment of the additional $70 at any time prior to the ex- 
s oF piration. of the three months. 

i- Send in your subscription today. Use the coupon. 


n |) |-—-----------This Offer Expires November 15, 1922 -----------~- 
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THE INVESTMENT AND BUSINESS SERVICE 











3 The Investment and Business Service includes: of The Magazine of Wall Street 
5 1.—Prompt replies to inquiries regarding any security 42 Broadway, New York. 
‘ —or the standing of your —— - exe0 
‘ 2.—An eight-page service report issued every Tuesday. E fi h . oe 
be 8.—The technical position for traders showing what to nclosed find my check for { 330} for the special rate subscription to | 
; do with 100 stocks or more. ‘ , 4 i | 
ty 4—A brief but thorough survey of the various Sclds — ee and Business Service, to be sent me once a week for | 
pe. 4 of industry. 1 or three B. 4) beginning with the next issue. | 
as 5.—Without additional charge a summary of about 50 
E., words, sent to you by night letter coltect—eptional 


It is understood I am to receive the same service that is to cost $125 a 











i with you. - 

t 6—THE INVESTMENT INDICATOR, which has year after Nov. 15. 
s- no duplicate anywhere. In tabular form it 

? shows the position of 75 to 100 stocks and tells 
c- £ the investor exactly what to do, whether to buy, NII catia lies ele bn ha ele iasba nea aI Ds SRM A aeeta oiiare o 
> sell, hold your stock or wait. x 
_* 7.—Recommendations of profit possibilities in bonds. 
he 8.—A special wire or letter when any important change Add 
he impends. TOSS nc eee tHE Ree EEE HEHE EEE HEHE EEE EEE EEE E EEE HEHE EEE © wennnnEES 
or With your subscription, you may send us the list of Wire service wanted—Yes © No © 

your securities, on which we will render our opinion, 5 
ng without extra charge. Remittances under this offer will be accepted only if postmarked 
by prior to midnight of November 15. 
7 Nov. 11. 
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$18,000,000 


Republic of Chile 


External Loan Twenty-Year Sinking Fund 7% Gold Bonds 
Not Redeemable Except for Sinking Fund 








CHILE 


Chile has had an excellent 
credit record. For over 
eighty years official records 
disclose no delay or de- 
fault in interest payments 
on external debts. By 
consent amortization was 
temporarily deferred inci- 
dent to the war of 1879. 


Ten representative loans 
were quoted in London on 
O-tober 20, 1922, at prices 
yielding an average of 


6.24%. 


Chile is the largest ni- 
trate producing country in 
the world and the second 
largest prod of copp 





In the diversity of its de- 
veloped mineral and agri- 
cultural resources, Chile 
compares very favorably 
with the leading nations 
of the world. 


The national wealth is 
more than 12 times the 
total national debt of 
$257,730,000 (August 31, 
1922), a per capita debt 
of $64.43. 


State-owned properties 
are valued at $355,000,- 
000, or over 1% times en- 
tire national debt. 

Foreign trade in 1921 
was $301,145,000 or $75 
per capita, compared with 
$65 for the United States 


in the same year. 


THE ISSUE 


Dated November 1, 1922 Due November 1, 1942 
Interest payable May 1 and November 1. Coupon bonds in denominations of 
$1,000 and $500, registered as to principal only. Principal and interest payable in 
United States gold coin at The National City Bank of New York, in New York 
City, in time of war as well as of peace, irrespective of the nationality of the holder. 


Exempt from Chilean taxes present or future. 





The contract for this Loan provides for a cumulative sinking fund 
of 2% per annum beginning two years after date of issue, to be used 
to purchase Bonds at not exceeding 100 and interest, or, if Bonds 
are not obtainable at or below that price, to redemption of Bonds 
by lot semi-annually at 100. This fund is sufficient to retire about 
70% of the issue by maturity. 





These Bonds are the direct credit obligations of the Republic of 
Chile. The Chilean Government covenants that if in the future it 
shall issue, offer or in any manner dispose of any Bonds or contract 
any Loan secured by any charge or pledge on or of any of its assets 
or revenues, the service of this Loan shall be secured equally and 
rataby with such subsequent issue or loan. 


The proceeds of the present loan will be applied principally for the 
purpose of refunding short term loans and providing for public 
works. 





We offer these Bonds, if, as and when issued and received by 
us, subject to approval of counsel. Delivery in temporary form 
is expected on or about November 20, 1922. 


Price 9614 and interest 


Application will be made to list these bonds on the New York Stock Exchange. 


Descriptive circular containing further information will be supplied on request. 


The National City Company 


Main Office: National City Bank Building, New York 
Uptown Office: 42nd St. & Madison Ave. 


Offices in more than 50 cities in the United States and Canada 


The information in this advertisement has been obtained partly by cable from official statements and statistics and 
other sources which we consider reliable. We do not guarantee but believe it to be correct. Statistics received 
in terms of the Chilean gold peso have been translated at 36%4c. U. S. and those received in paper pesos at 25c. U. 
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